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THE CHAIRMAN: We will proceed with the 
meeting. I oe there are a few other members who'll 
be here later on. The only member I've heard from who 
can't make this meeting is Mr. Noden and because of 
another important commitment he made some time ago he's 
going to be unable to be with us today. 

Now, our agenda this afternoon is not long. 

We had intended to hear from more people today but unfor- 
tunately, due to circumstances beyond our control, our 
agenda is shorter than we had originally planned it. 

We're hearing first from Mr. 8.C. Bowen, 

General Manager of the Better Business Bureau of Metro- 
politan Toronto. Some time ago we were in touch with 

Mr. Bowen and he said he would be pleased to appear here 

_ today and give us the benefit of his advice and informa- 
tion in connection with the matter which is under investi- 
gation. Mr. Bowen? 

MR. BOWEN: Mr. Chairman, ladies and gentlemen, 
it seems rather incongruous for me to be the first person 
called upon at this meeting. However, I leave it to your 
own good judgment that you should have done so. 

While we at the Bureau have no real contact or 
tie-in with interest charges and so on in relation to 
consumer credit, but we are vitally interested in consumer 
eredit, and we must base our observations upon the conclu- 
sions that we may have arrived at - which we have arrived 
at, actually - based upon public complaints which have 
peen brought to our attention over the years, and I do 
hope that in the short brief which I had prepared that 


I might be able to outline generally the observations 
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that we have arrived at from our own conclusions, and 
based upon the nature of the complaints which we have 
received over the years in relation to consumer credit. 

If you bear with me - and I won't be long - 
in fact, when Mrs. Dell called me this morning I think 

she was rather amazed when I told her that probably it 
would not require more than about five minutes of your 
time. I sort of thought from her reaction that maybe 
you were short of witnesses or persons to appear today 
and that I would be expected to speak longer. However, 
I do hope that in the observations which I have put down 
here - will at least be of some help to you in arriving 
at the conclusions that you may do so as a result of 
this hearing. I'11 proceed from there. 

Every person in business who extends credit to 
consumers should make written disclosure of all costs 
involved by a simple breakdown of cost of article, annual 
interest, service charge, and/or any extra cost that 
might enter into the terms of the contract or conditional 
sales agreement. 

From our observations based principally upon 
the many - and I emphasize this - the many pathetic 
consumer complaints we receive. Interest rates and/or 
service charges are not clearly explained by many vendors. 
In fact, the average salesman does not appear to be suffi- 
ciently well-versed to give a lucid explanation. They 
refer usually to a standard charge or charges, or an 
interest rate, but somehow or other the effective rates 
of interest in the end result are sometimes twice as much 


or more than what the consumer was led to believe. 
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The following excerpts from a contract involving 
the purchase of a used car illustrate the gullibility of 
the purchaser and the ruthlessness of the dealer, and 
I'll quote. The offer to purchase a 1961 car for $1,095 
together with trade-in of a 1958 used car. The accounting 
as it appears in the contract is as*follows: trade value, 
$1,100; less liens of $850; equity, $250; cash, $2. Total 
eredit of $252. 

On the other side of the contract appears the 
price of the car being purchased, $2,195; licence, $2; 
sales tax, $32,85; total, $2,229.85. The balance due 
less the $252 credit is $1,977.85. Underneath the fourth 
line the following notation appears in longhand, 
immediately followed by the purchaser's signature, and 
it reads: first four payments at approximately $41 per 
month; balance at approximately $82 per month, and then 
the signature. 

In very small print towards the end of the 
contract appears the following: I agree to sign any and 
all finance papers deemed necessary and failure to do so 
means that I shall forfeit my entire deposit or one 
hundred dollars, whichever is greater. 

Now, nowhere in the contract was there any 
mention of interest and/or carrying charges, nor - and 
this, I think, is very important - the number of months 
within which the total costs were to be paid. It is also 
common practice for some vendors who cannot do their own 
financing to arrange with finance companies to do this 
for them. The contract forms used are supplied by the 


finanee companies. Many such contract forms have 
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promissory notes attached either by perforation or in 
other cases they appear without perforation. 

The consumers are often unaware of the fact 
they have entered into a contract with a finance company, 
not the vendor. The purchaser with a complaint may have 
no right to go to the vendor for satisfactory adjustment 
of a complaint. We at the Better Business Bureau are 
sure that the members of this Select Committee on Consumer 
Credit and those others present will hear from experts 
concerning interest rates and carrying charges. 

Our records indicate that we have little or no 
complaints from the public relating to cash loans. 
Interest rates are usually spelled out by companies in 
this field and where we may get a complaint there is 
usually a ready explanation and the complaint: quickly 
disposed of satisfactorily. 

The Small Loans Act, within its limitations, 
is a truly effective measure in this area of cash loans. 
In past years many consumer complaints involving mortgage 
loans and the outrageous rates of interest and skulduggery 
practised by elements in this classification were directed 
to the Bureau. It was my pleasure - and I say this 
Sincerely - to sit in on hearings conducted by Mr. White- 
head, Superintendent of Insurance, that ultimately led up 
to the implementing of the Mortgage Brokers! Registration 
Act. 

This Act has certainly been responsible for a 
considerable clean-up in this field. Personally I've 
always had the greatest respect for the Registrar, Mr. 


V.d. Simone, and I might add my sympathy in his efforts 
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to administer this Act. He is a dedicated public servant. 

Perhaps I should not indulge in personalities, 
but I had to say that. You can strike it out if you wish 
to do so. 

We, the Bureau, are, however, also greatly 
eoncerned in anotheriaspect of consumer credit buying. 

It is the highly questionable business practices adopted 
by some vendors in the retail selling field. rhkoush 
devious schemes they lure gullible consumers into 

signing instalment and/or conditional sales contracts in 
the purchase of merchandise, innthe process of which the 
vendor intimates generous kickbacks in the form of commis- 
sions for referring leads for further sales or by buying 
back articles such as garments the purchaser may have 

made with the appliance purchased such as a knitting 
machine. 

In most instances, the consumers are assured 
that commissionsrand/or buy-back profits will pay the 
entire cost of their purchase. They can even make more. 
In other words, you're practically getting something for 
nothing. 

Unless the consumers read and thoroughly under- 
stand the very small print which makes up most of the 
contract they are not aware if they are signing an iron- 
clad agreement committing themselves to full payment of 
all the costs involved regardless of any possible referral 
commissions or buy-backs. 

In most instances, the customer has not had the 
money to make an outright purchase of the merchandise no 


matter how: badly it may have been needed. That is a 
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terfible blow when he discovers little or no commission 
or buy-back. 

These contracts or conditional sales agreements 
are usually bought up by a small element in the sales 
financing field who are totally indifferent as to whether 
or not the vendor from whom they bought the paper ever 
fulfils his promises to the consumers. 

Recently, in such a buy-back scheme, the 
consumer was wit by the finance company. The court ruled 
intthe consumer's favour because the vendor had not lived 
up to his agreement. Despite many consumer complaints 
directed to these various financing companies about the 
vendor not fulfilling his obligation they continue to buy 
his paper. 

The consumer becomes more and more in arrears 
in his efforts to obtain justice only to have - perhaps 
have his wages garnisheed or face court action. The 
referral selling racket - and I use the word advisedly - 
has been used, and is being used, in the home improvement 
field, sale of automobiles, water conditioning units, 
| electrical appliances, et cetera. 

The greatest radketnetes imposed in Ontario in 
my opinion was a buy-back scheme which involved the sale 
of an automatic type of knitting machine in which the 
company stated they would buy back’all the articles the 
purchaser could produce. The small print, read witha 
magnifying glass, presented so many wherewiths and where- 
ands that the consumer was hooked but good. 

Hundreds of complaints were received from 


across Ontario. The dealer received many letters from 
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lawyers, solicitors acting on behalf of clients, asking 
particulars on this outfit. One lawyer intimated he was 
acting on behalf of a hundred clients. Most of the 
purchasers of this machine bought because they wanted to 
augment the small family income. They could not possibly 
have afforded to buy the knitting machine at the prices 
quoted. 

Incidentally, the prices ranged from $259 to 
$399 for the same machine. Inquiries and special shopping 
sprees reveated to us that $150 would have been a good 
asking price. 

Let me end this brief with the hope that if 
some legislation is recommended by this Committee it 
should incorporate something to the effect that the 
consumer may have the same rights against the holder, “in 
due course, of a conditional sales agreement as he would 
uhavecagainst the vendor. I believe this is now part of 
an act introduced in Manitoba and I am all for it. 

Thank you, gentlemen. 

THE CHAIRMAN: Thank you, Mr. Bowen. Any 
questions, Mr. Sedgwick? 

MR. SEDGWICK: I don't think so. I've been 
making notes. Only one question. Mr. Bowen, you said 
that the Small Loans Act is truly effective within its 
limitations. Have you any other limitation in mind 
except amounts? 

MR. BOWEN: Based upon our own observations and 
discussions we have had with finance companies it doesn't 
appear as if finance companies are too interested in the 


amount exceeding $1,300 based upon the rate of interest 
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of ‘whatAthe’ Act calls for now, which I think is 1% on 
$1,000: to $1,500. 

MR, SEDGWICK: What is the limitation that you 
have in mind? Do you think the --- 

MR. BOWEN: I should like to see it at least 
$2,500. 

MR, SEDGWICK: What was that recommendation you 


made at the last --- ie 


hf 


MR, BOWEN: That the‘s=e276 cocctuhinge ohentea: 


be 
F 


Ye “on OMR,CBEDQWICK : \cThat!: something: should be incor- 
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porated: ini the :Act°-nthe:.consumér should have’ the same 


rights against the holder in due course --- | 

MR. BOWEN: Right. 
MR. SEDGWICK: ‘aedaasnagainet the payed of the 
note; is that right? 


1 


) 
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MR. BOWEN: As against the vendor, yes. i 
think that is important based upon the terrificnnumber 
of letters we have had from people who have appealed to 
the finance company when they have found that there is 
no sense imappéaling to the vendors themselves - that 
they are completely indifferent to any obligations that 
the vendor may have committed himself to and for which 
he is not 

MR, SEDGWICK: Have you given ang ikbonant to 


| 
what may be F 


MR, BOWEN: The reason we've studied the 
problem of holders in due course which is 
to the federal field of 
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MR. BOWEN: That might very well be. You-may 
petquitesrfight in that. I have, more or less, presented 
my own opinion on this - leading up to - perhaps I've 
gone beyond - that there's also - of course, you've made 
no reference to it - there's the unconscionable trans- 
actions relief 

MR, SEDGWICK: ugh themselves 
to the provincial field, too. 

MR. BOWEN: So I believe. 

MR, REILLY: Mr. Chairman, I wonder if Mr. 
Bowen would care to elaborate on what he said was a buy- 
back in the retail seiling. 

MR. BOWEN: The buy-back sales where a merchant 
sells appodumt and through this profuct he may be able to 
make some garments, babies' shoes, and so on and so forth, 
and if this company will - they will buy back the merchan- 
dise that they make and in this way from the profit of 
the buy-back they will eventually pay for the machine. 

In other words, the machine will be for free. 

MR. REILLY: We will go into that, Mr. Bowen. 
One of the - I think it was referral selling racket - 
you indicated there that a knitting machine that would 
retail anywhere from $259 as high as $399. Where would 
you get the value thathyou placed on it of approximately 
$150? 

MR. BOWEN: Shopping around at various retail 
outlets and comparing the price of machines involved, 
and also, I might say, with the importers who brought the 
machines in from Japan in the first place. 


MR, REILLY: Would that be the wholesale or the 
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retail value? 
| MR. BOWEN: Retail); sir. 

MR, REILLY: Do you think it's important, 
Mr. Chairman - Mr. Bowen thinks it's important for a 
person to know what 
this is one of the things that you'll bring out. 

MR. BOWEN: He's signing a contract then he 
actually should know that he's doing business with a 
finance company, not with the vendor from whom he's 
purchasing this. I think it is important and the terms 
that I use to express myself when I said that when they 
Sign this contract they have perhaps - and have been 
told by the vendor that this is the way it works out. 

THE CHAIRMAN: And it doesn't work out. They've 
made one commission - they may buy back even one garment 
and that's the end of it, and with the price of the 
article in the beginning the increased price in the 
retail value of it more than offsets the little bit that 
they might allow in commissions. 

MR. BOWEN: And from there on they will not do 
anything. 

THE CHAIRMAN: And, of course, the people go 
back to the - the public go back to the vender = to the 


finance company when they find out that they 


it must be dealt with. 


MRiRLETHERBY: Mr. Bowen, you have been very 
reliant in your view that a lot of these or:somerof these. 
finance companies carry on this definite racket. You 
were very frank about this, and I agree with you. I 


think I might briefly mention, Mr. Bowen, here one little 
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incident that came to my attention back home - and I 
‘come from Coldwater, Ontario. They have a man up there 
who's retired. He's not wealthy but he has, you know, 
comfortable means. He decided that he would accept the 
recommendation of one of these television ads - cars 
bombard the buyers - and.you can buy so-and-so car for 
~ $2,990 - we'll say this for figures - and he figures it's 
A good buy for this particular car which is new. He 
figures, well, probably it's a good time to deal my car 
in and I can just put my cheque book out and write a 
cheque vale grab that car. 

He goes down to these people - I think they 
were Park Motors - I'm not afraid to mention them - that's 
what I'm told they were - and they said, "Oh, no, this 
is for finance; we don't do that for cash. You've got 
to go through the process of finance." To complete the 
story the man blew his top and he cursed and swore and 
he put his cheque book back in his pocket and went home. 

Now, what I, think about that situation 3 

| 4s this: that there's a matter for this Committee - 
I mean, because they're cheated. 


MR, BOWEN: It does exist and along the same 


lines y We use the 
term : you may find your car in a parking 
lot | and asking you if you would 


take X number of dollars for your car. If you're 
interested see Bo-and-8o Motors. So you get down there 
because you realize yourself that they've put a pretty 
damn good - pardon mts French - price on the car. You 


get down there and you fing it just doesn't work out that 
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MR. LETHERBY: Mr. Bowen, one other suggestion. 
You, sir, in your position - and the Bureau undoubtedly 
must have recom#iendations within your own that 
you would like to see implemented, apart from what you 
jie cand beaetiniate in this. brief period to the Committee. 
Have you any suggestions or recommendations that you 
would like to make? Supposing you were sitting on this 
Committee; what attitude would you - what do you think 
should be one of their prime objectives to try and correct 
this situation that is present? 

MR. BOWEN: Perhaps rie the opening paragraph 
| before I read it here - I would like to see some disclo- 
sure for one thing, if it is reasonably possible to give 
expression for people to understand there has tobe 

; Ll realize that, and I so said in my breakdown 
there, and I would like to see something, if it's 
possible at all, in the preparation or the thought of 
preparing an Act to be endorsed here, something that 

‘¢ the type of vendor that I've mentioned 
and his practices in offering gimmicks, and also I've 
| mentioned here, too, that contracts of this nature you 
would - I didn't say it in so many words in my brief but 
I would say this: that the print is so small that they 
should also supply a magnifying glass. 

MR. LETHERBY: You would agree, sir, it should 
be nothing less than 10-point type and no more whereases 
used. 

MR. BOWEN: I would agree that the small print 


should be just large enough that it's readable, which it 
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isn't today. That is true of most of these 

[aS Lamy otha ales agreementoor céntiact;” 
whatever you might choose to call it. 

MR, LETHERBY: A contract of not over 100 words 

brought in by, 
you know.- you're probably right to 
confuse people. 

MR, BOWEN: If it was just 100 words it might 
be simple to read it half-a-dozen times but there's a 
lot more words involved. 

MR, BUKATOR: Mr. Chairman, to pursue this 
further --scey 

MR, BOWEN: They're companies that sell a 
weaving machine with the understanding to the purchaser 
that they'll buy the products that he produces on that 
machine. 

MR, BUKATOR: And then what is the next step 
after that. Do they purchase or keep it - manufactured 
on that machine? 

MR. BOWEN: Well, they should be able to under- 
stand that they will make purchases to the point that 
it'll eventually pay for the full cost of the machine 
plus whatever charges are involved and they may even make 


more money than that. In other words, 


But to me five guys have proven from the hundreds of 
complaints that we've received that there have been, in 
some instances, of the odd five here and there 
when they first started up and entered into the contract. 


In this particular case that I've referred to 
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in the knitting machine business this firm also tells 
them, "You buy your woollfrom us," so there's another 
little subsidiary plant that sells wool to these people. 
They bought wool in good faith and they made these 
garments and then when you read the small print the 
customer - the consumer - had no chance at all because 
they had to meet certain requirements which were in the 
very small print such as it must be first quality - the 
workmanship, et cetera. Well, very few people starting 
out to use a new machine in particular may know all about 
knitting but when they've got an automatic machine which 
they've never seen béfbbe- ana attempt to make garments 
it's not going to be perfect in 90% of the stuff they 
may turn out, and they will just turn it back, "It 


1 


doesn't meet our specifications,’ and so on, and that's 
all incorporated in the small print. 

Never, at any’ time, explain to the buyer in 
the original instance. 

MR. SEDGWICK: Is this a fairly recent thing 
or has it been going on for quite some time? 

MR. BOWEN: No, this is not recent; this is 
some years ago, as a matter of fact. But these are 
things that crop up. In our experience you may think 
something is good and it's been left and so on, and the 
next moment it rears: its ugly head again and we're into 
it just as deeply as every:. 

Anything that carcbéCdone through this Committee*should 
be done, so you can bear that into consideration, 

MR. SEDGWICK: Mr. Bowen, in your opinion 
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| price? so that you could compare that price with the 
price which you paid on instalments? Some articles are 
alonky sold that way by instalments. 

MR. BOWEN: That is true. I agree with you, 
| Mr. Sedgwick, and I do believe in the first instance 
they shot have a cash price. There is at least one 
chance of making some comparison --- 

MR, SEDGWICK: Whether*to pay $100 cash or 
$150 or he must wt least know what credit is costing him. 

MR. BOWEN: Right. Which, of course, ties in, 
too, then, :.With the disclosure of what the costs over 
and above the cost of the machine itself is. 

MR, SEDGWICKs: I had that in mind. That 
disclosure - you use the cash price - the price of credit 
would be apparent as being the difference between the 
price you will pay over the period and the price which 
you would pay if you paid cash. 

MR, BOWEN: I certainly don't believe - in 
some 20-30 years - I certainly don't believe that 
government on any level can be prepared to set up suffi- 
cient red tape to take care of all the gullible people 
that exist invthis world. That is for sure; so that 
anything that can be done in a simplified way is 
brightening. Other situations which are widespread 
something should be done. 

MR, M&acDONALD: Mr. Chairman, some companies 
definitely do not want to sell for cash; they want to 
sell it on a financed basis. How widespread has this 
become - I suspect your experience might --- 


MR. BOWEN: I don't know, Mr. MacDonald. I 


ers eefotins emoe Satmentetamt mo Steq voy doidw sotig jg 


voy adiw serge TE ound at ted? :vSWOod AB 9 Oo 
sonstent tertt edd at svelied ob I ome aigtwybs@ sa 
eso dasel ts at ened ieoteq deso s eved Bijoda yort | 


--- montysqmoes. smoa griisa to somsio — 


no deso OOL? yaa od senddedW <BOLWedae . AM 


mid gatveoo el tibero tsdw wonad tasef ts venm off coOel? | 


at eels .eervos to .dotdW. .drigih -<WaWwOm .AM 


ovo eteoo eft tsdw to sypeotsalb edt Adi. sods .oos | 


elt ILsatt satrioem edt to deoo sad ovods brs | 


tscT bata at ders bed I :H0TWodsa .AM 


tipsy to soteq sid - solng deseo odd gay woy - owveolostb | 


anit soowted sonmeretttb sat anted as tnsisqqe od Bbieow | 


fotdw sotyq odd bas bolysa edd revo ysq [ftw voy soitg 
-iaso bisq voy tf yeq blilyow soy 


nt - svelisd t'mob yintstusos I  saWOe .fiM 


tedt svetied ¢'xob ylatsdres I~ Sassy GE-O0S emoe | 


-~-f£ttve qu tesa ot betaqetq sd mso Isvefl Ys mo sinsmersevog 


efqooq sldifing ofid [fs Io srso east oft’ oget bet Jaoto 


ted of :e1Mme vot ai ted? .biuow etdtcoat tgetxe tadd | 
et ysw betitiqmte s at eaeb sd nso gadd agntdtyas | 


bsetqesbiw sexs dofdw ecrofisutlie rentO wantmotdgiad | 


.sm0b sd Siuoda gatdiomoe 


esineqmos omoe .asmtsdd .1M@ :GTAMOdOSM: |, AM 


ot t¢asw yond iiaso 10% [f92 od tasw con ob yLetinited | 


eins asd bseugesbiw woH .atsasd bsomsntt s mo. tf [loa 


-+- tigim sonsiaeqxe woy Josqese I - smooscd 


I .bisnoGdosM .<M .worl 3J'mob I :Mawod 5 'y bigow | 
» J 


- RR BR 


8e8@#e8e8 & 


ANGUS, STONEHOUSE & CO. LTD. ; 
TORONTO, ONTARIO 409 


really believe that you probably can answer that just as 
well as I can - that there are lots of companies today 
Selling merchandise in the higher price bracket, an 
appliance of some description, that are far more intereste 
in having you buy on an instalment basis rather than pay 
cash. You go in with the cash in your hand, they just 
don't like to look at. you in many instances. 

MR, MacDONALD: Is this a legitimate area for 
government action? 

MR. BOWEN: That I wouldn't be prepared to 
answer. I don't know what the ramifications ---. 

MR. MacDONALD: I realize this. I'm just trying 
to develop my own thinking. 

MR, BOWEN; I do feel that this Committee was 
brought about because of public reaction which has been 
directed to you gentlemen who are Members of Parliament. 
I'm quite sure that's the reason for a Comma tdee Like 
this being brought together. | 

MR. MacDONALD: Isn't the net result of this 
procedure that a retailer sometimes puts an artificially 
low price on a product to - almost a loss-leader, if you 
will - to draw the purchaser in, the consumer in, knowing 
and intending, fully intending, that he's going to make 
‘most of his profit on the financing? 

MR. BOWEN: .That'is;just exactly right; in. 
reverse to the: question Mr. - the point Mr. Letherby 
raised there and which I. answered pertaining to the car, 
which was on a reverse angle ~- they were offering a high 
price for his car having no intention of ever. being able 


to pay the man that price. So that the same applies 
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when you say they put a low price downl, they are not 
interested in you paying cash. No, they want you to 
buy --- 

‘MR. MacDONALD: The low prices are just 
'gucker-bait. 

-. MR. BOWEN: ...---- they want you to buy on an 
instalment basis. | 

MR. MacDONALD; Keep them coming back, I 
suppose, | f 

MR, BELANGER: Mr, Chairman, I wonder if 
I could ask this question, Facets show my own ignorance. 
Are there any regulations at all in any Act, with regard 
to restrictions on a retailer getting into financing 
or is this wide open? 

‘THE CHAIRMAN: I don't know of any. I 
think it is perfectly legitimate for a retailer to do his 
own financing if he is well enough off. He doesn't 
have to discount his paper. I rather think that the 
bigger firms do. I don't know. I think Simpson-Sears 
do their own financing. 

MR . MacDONALD: By the same token --- the 
retailer --- he has got the merchandise, and he can say 
I can offer it,.the way I want to offer it, whether: it 
be cash or whether it ---- 

| MR. BOWEN: I think so. The old town. 
groter used ‘to give credit,: and I, suppose ) the retailer 
could if his finances were sufficent to state his own 
figures. | 

MR, BELANGER: Well, you opned up a whole 


area there. I don't know what its ramifications are. 
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MR. MacDONALD: There is one other general 


ar) 


question, Mr. Bowen, that I would like to ask you. 
begin, I think your far-ranging experience in the Bureau 
might be ----. We have had the suggestion put to the 
Committee a number of times that it is just too 
complicated to state; not’only is it full dischosure 

but it is so complicated you can't make a disclosure 

in a comprehensible way, and certainly, it is too 
complicated to be able*to state the annual interest 

rate or to calculate an’annual interest rate, 

Now, I must say that my disposition is to 
say that if this is the case, then we might as well fold 
up pretty soon in this Committee. 

In your experience do you think that this 
is an insurmountable difficulty or is it possible for -- 

MR. BOWEN: I don't think, Mr. MacDonald, 
insofar as I believe --- I did mention Manitoba has 
been successful in bringing in some --- I don't know 
the full terms or the terminology of this Act itself. 

I believe Alberta also has a similar Act under consider- 
ation, and perhaps, the Province of Nova Scotia. 

Now, to answer your question, perhaps a 
iittic more’ specifically: I'think’I should’ direct” you 
to the fact that a! believe that are presently about 
nine bills before the Pedéral House” in relation’ to this 
same subject. But more specifically The “bill before 
the Senate which Senator Croll has been attempting for 
at least five years to put it through, and I say this, 
as my own opinion, unfortunately, he hasn't been able 


to do so. So that there are definitely are other 
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MR. BOWEN: Mr. Ba mah without getting 
into any involved discussion of this matter, in answer 
to Mr, MacDonald's question, I don't think that it is 
proper except in degrees to say it is impossible to 
calculate the .effective rate of interest. If the terms 
of reference of a calculation are given two identical 
different people, they shpuld come out with an identical 
answer, It is true that the exact calculation of a 
rate of interest on an instalment programme is an 
involved mathematical calculation, It can be done, and 
in my opinion, there are short cuts --- approximate 
formulas which would tell you whether the rate was 40 
per cent rather than 45 percent, or 35 per cent, as. 
opposed to 19 per cent or 20 per cent... So that 
certainly it is fairly easy if approximate formulas 
are available which can tell you ak range of these 
differences. 

THE CHAIRMAN: Isn't the range narrower than 
that, Mr, Irwin, narrower than 35 to 45? Wouldn't it 
be one per cent on either side. 

MR, BOWEN: It depends on which formula 
you are using, of course. It can be done by simple 
formula within one or two per cent. 

| MR. MacDONALD: Well,. one starts with the 
premise that you want to keep it within the range, of 
one. It seems to me our objective.is.getting a simple 
formula. 


THE CHAIRMAN: Any questions? Do you have 


any questions? 
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MR, BELANGER: Well, I was just going to 
ask this. In wedibext on with your work fie is the 
biggest complaint that you receive from people that you 
get at the Bureau, 

MR. BOWEN: I coldn't catch the first part 
of your question. 

MR. BELANGER: What is the greatest complaint 
that you get from people; you know, that gome'cto you, 
come to your office, with problems. 

MR. BOWEN: The greatest complaint? You 
mean the nature of the Sdhpiar ate? 

MR, BELANGER: Yes, 

MR. BOWEN: It is rather difficult for me 
to tell you Decade | I will say this, we spread our 
complaints in classifications numbering 44 various 
classifications. For the past two years the heaviest 
classification as far as complaints have been concerned 
is in the” home improvement field. That covers évery- 
thing from somebody coming around to pave your driveway 
or putting siding on your house, or a new chimney on 
your roof, or a new roof on your house. This is the 
greatest area of complain that we have encountered over 
the past few years, 

Now, °L will be “perfectly frank, too, It is 
also the biggest classification of the cause of 
complaint in all our Bureaux across the United States 
as well as Canada, and a good deal of those complaints 
are coming back to this referral selling that I am 
telling about. M st of the people hit by this are 


people who can ill afford to spend anywhere from two 
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thousand to five thousand dollars to have their house, 
renovated, new’ siding put on it; new roof, and soon, 
and a sign put up in the front, this house is open for 
inspection, The person is told, now the number of sales 
that we may make off this through your own efforts and 
ours perhaps, but through your own efforts particular 
because of this sign that you will get back X-number 

of dollars commission, and that is the big area of 
complaint today. 

As’far-as referral ‘selling Is concerned; “it 
does happen to come in within the field of compalints 
that you asked me to mention, 

MR. BELANGER: I was wondering, Mr. Chairman, 
if Mr. Bowen would tell us his experience and if there 
cmany other organizations selling products similar 
to“the knitting machine --- in a similar way to the 
knitting machine that he referred to. 

MR, BOWEN: Not at the present time, no, 
But on the other hand, in addition, it could come under 
referral” selling, “it°might’also come under-some other 
meaning, is that of the vaccum cleaners and this type 
of appliances are being sold under the samé idea as the 
buy-backs, or at least, recommendations ef your friends 
and so on, Actually on the buy-back field there isn't 
anything cnepentts in the Toronto area that I can lay 
my fingér’on, but-I-~can*t*say°it*couldn"t*be true of 
other areas, 

MR, MacDONALD: How about the encyclopaidia 
field where you are presumably the person whose name 


they want so°that they can sell it to everybody else 
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that knows you? 

MR. BOWEN: That is, Mr. MacDonald --- I 
would say have been improved considerably within the 
last ---- They used to use the Department of Education 
and so:on. -=-- we represent the Department of Education 
in the sale of these books and so on. That is not --- 
I would say that field was fairly well cleaned up in 
that respect. You stil have the boy that goes around 
selling magazines am so on, working his way through 
college and what-not, but not to vi great a degree as 
it used to be, And I..think, of course, I have to speak 
of Metro Toronto, and I like to feel that in the years 
that we have been here that we have done a.lot to clean 
up this situation in this area, 

MR. 7 Mr. Bowen, we all know 
that is a widespread practice at the present time for 
many firms in order to promote sales, to advertise 
that no dowh payment --- over three years to pay --- 
it gets on to September --- don't pay anything until 
next year. Now, every gimmick known to promote sales. 

Now, saeco a brief presented .to this 
Committee here some time ago by the Consumers' 
Association of Canada, and the lady who presented that 
brief was most definite in your opinion that nobody 
should be permitted to purchase any article on that 
basis, unless they could pay at least 10 per cent down, 
They were over ae ears and over their heads, and 
they should be out of this for now. 

Now, I was wondering, sir, if you had any 


personal views on that --- or your Bureau? 
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MR, BOWEN: I think Mr, MacDonald raised 
that point just a few minutes ago, about whether they 
be interested in cash or do they definitely want you to 
buy on the instalment basis. 

MR, MacDONALD: -Yes, but I wanted to'pin 
‘down that:;firstopayment, at least, 10 per cent. 

MR. BOWEN: Did this come from the Consumers! 
Association? 

MR. MacDONALD: Yes. 

MR, BOWEN: I would agree with anything 
where they would suggest a good size down payment should 
be made. 

MR, BELANGER: .10 per cent is what they 
maintain. 

MR. BOWEN: I certainly would like to see 
a ouieetien baal te mouret paid. 

MR, LETHERBY: I think it is rather 
ridiculous, the article I quoted here, A fellow turns 
in a car. He gets $1,100.00 trade-in value for it and 
the dealer takes it knowing that the fellow still owes 
$850.00 on the car after a year or two years that he 
owned it, he has only paid off $250.00. He is a damn 
fdol risk in the beginning, and they still take him 
because God knows what the interest rates may be that 
the poor fellow is going to have to pay. He has 
assumed a further obligation now of $1,977.00 with no 
mention of interest charges or carrying charges. Where 
is he?y-Heris goingato becinsdebt for the restvof his 
bite; 


MR, BOWEN: You mentioned something, sir, 
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there a few moments ago too which probably whizzed by 
me and that was that if one were to default on his — 
payments probably they had paid on this particular 
purchase, to the extent of 40 per cent and then they, 
oh, didn't bother to*continue’ their payments. Then: 
they can sue him for the entire amount, take back the - 
I think the reference --- 
maybe what you are referring to is my comment on the 
fact that where the finance company, where actually 
they sien a contract which is immediately in the hands 
of the finance company. The finance company is only 
going to demand-the payments that-are due to them, 
They are not going to, of course, I wouldn't hope to 
collect or attempt to collect the moneys that already 
might have been paid in the beginning, or one or two 
payments might have been made in instalment payments. 

MR, LETHERBY: What about that, in come 
cases, particularly tnorelation to ¢drs; there usa 
sneaky last payment, you know, it sneaks up on you. 

MR, BOWEN: It ballons, a great amount. 

MR, LETHERBY: Yeo, 

MR, BOWEN: I don't think that a great 
many car purchasers don't realize that the big fellow 
is going to hit him between the eyes at the last minute. 

Now as I said a moment ago, 
sir, I think I directed my remarks to the Chairman, you 
can't set up red tape to take care of all the people, 
If they don't read and understand to some degree the 
papers they sign, then it is impossible to do too much 


for them, 
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‘THE’ CHAIRMAN: Mr. Irwin, I believe, has 
another question. 

MR. IRWIN: Mr. Chairman, I really directed 
this oom Sedgwick, Where you said, sir, that you 
might r@quire this cash price stated so that it could be 
compared with the credit price. 

Supposing there were some regulations to this 
effect so that it would be mandatory that the vendor be 
obliged to sell at cash price. 

MR, SEDGWICK? «Euwould think so, yes, I 
think so, It would make the retailers instead of the 


finance companys 


THE CHAIRMAN: Any other questions? 
We appreciate very much you being with us 


today, Mr, Bowen, 


MR, BOWEN: Thank you, as 

THE CHAIRMAN: Your brief has been very 
valuable and an interesting contribution, And we are 
very grateful also to the Better Business Bureau of 
Metropolitan Toronto for being with us here today. 

| We also have with us today Mr, Ed Rosenberg 

of the Northern Loan Company. Mr, Rosenberg was’ to» be 
here tomorrow and we called him this morning and asked 
him if he could be here today because it suited the 
convenience of the Committee to have him here as we 
were counting on having a few more people here today who 


weren't able to come, So now I ask Mr. Rosenberg if he 
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will come up, I believe he has an oral presentation to 
make to the Committee at this time. | 

Go ahead Mr, Rosenberg whenever you are 
ready. 

MR. ROSENBERG: Now, I must say our P.A, 
system is not working as well as it should be, so if 
any of the Committee members are speaking or any of the 
people appearing are speaking, I ask you to speak wat 
in order that we can pick this up on the tape. We have 
had a little bit of trouble in the past aité I thought I 
should mention that to you. 

| Proceed; Mr, “Rosenberg. 

MR. ROSENBERG: What would you like me to 
discuss? 

THE CHAIRMAN: Pardon? 

MR, ROSENBERG: What would you like me to 
discuss? 

THE CHAIRMAN: I understand that you had 
an oral brief to present to this Committee and rather 
than a written brief, that you would read to the 
Committee, so we would be pleased if you would just go 
ahead and present your presentation. 

‘ MR,. ROSENBERG: The majority --- 

THE CHAIRMAN: Will you speak up please? 

MR, ROSENBERG: The majority of the public 
involved in bad mortgage transactions are ones that 

whereby the monthly commitments are extremely 
high. Some examples are Mr, and Mrs. Smith or John Doe 
with two eb01 age children living on 16th Street 


with an average income of $240.00 a month. Now this --- 
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THE CHAIRMAN: Will you speak a little louder 
please. It is very difficult to hear you, 

MR. ROSENBERG: The usual situation, people 
borrowing under those conditions are generally involved 
with finance account, freezer account, finance account, 
department store accounts. For’ example, finance account 
that they may hold in the amount of about $1,500.00 in 
which case they deposit came to $69.00 per month, In 
connection with the freezer account, in this case they 
would be roughly paying $25.00 persmonth totally a Ve W 

approximately $350.00, And they alsosowe./in-personal 
Penaned, seeDI loans of about $900.00, iniwhich case 
these people may be paying about $31.00 a month. And 
likewise bibigvance have a department store budget 
account in the amount of about $500.00 in which case 
they would be paying about |$20.00 a month for thirty 
months. 

Now, tf waicleaPlall-thogevdebts up it 
would come to eh edt uke ty $3250;00 in which case they 
would be paying roughly $135.00 a month, 

In view of their income which is $340.00 
2 soritiitarta the fact that’ these,péople are obligated to 
pay $135.00 a month otws the first mortgage, the second 
mortgage if any, their taxes, living expenses etcetera, 
they are desperate people. 

Now, what I suggest here is perhaps not a 
cure-all but perhaps a means to remedy the harshness of 
undue advantage that has been taken of these people. 

You know that the mortgage brokers are not the only ones 


taking advantage of these people but also intalment 
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finance companies, banks, acceptance companies --- they 
are not Ai aleeent than Nettie meelreonde x 

| However, going back.to this, as an example 
etcetera, Mr. and Mrs. Smith are in touch with the 
ABC Mortgage Brokers because they wish to consolidate 
their debts and péduce their rmonthiy payments. These 
people are hard-pressed, The ABC Mortgage Brokers tell 
Mr, and Mrs, Smith that they will give Mr. and Mrs. 
Smith a second mortgage for four years at 12 per cent 
payable $75.00 monthly, principle and erate In view 
of the desperation of Mr, and Mrs, Smith ABC Mortgage 
Brokers extract a $1,300.00 bonus from Mr, and Mrs, 
Smith because they: neéd:thenmoneyyyesterdays. .We: hight 
say yesterday because of the outstanding intebtedness 
that these people are faced with, having to meet these 
commitments every month, being hounded by bill collectors 
and telephone calls, letters and so on. 

i'Howéver, the result is that Mr; and Mrs, 

Smith owe as much at the end of the term as they did at 
the start of the term, What has happened? They 
neverklpe hewn wenel-aeat not caring about the $1,500.00 
Bouue haxleney. will nee to pay. The first thing and 
‘ the only thing that they ae concerned with is their 
monthly payment, They could see toed ttalii payment 
reduced from $155.00 a month down to $75.00 a month. 
This alone, this the tas lending alone has a very oes 
tendency of taking common sense away from the borrower's 
mind and leading him through a foolish alley. The time 
it hurts the most is right at the end of the full year 


when they find out after reviewing all the monthly 
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payments that these people have made, that they owe as 
much then as they did at the start of the loan. seid 
effect all that these people ed paid if the $1,500.00 
bonus plus 12 per cent on $1,500.00, gust to receive 
the three or four years of temporary relief. 


Now, their growing payment at the end of 


that term,.in other words, theyoowe “transfernpayment 
on the Sovor 908perccent of the transfer paid is 
where the harshness and the unconscionability of this 
situation arises, | 

Now also, one important thing too. In 
view of the bonus and the short term of the mortgage, 
the Meteetiveiuate 68 interest is unconscionably high. 
The shorter the term with the given bonus, the same 
interest rate, the higher would be the effective rate 
of interest, | 

| In order to remedy the harshness and 

unconscionability of the transaction, I would suggest 
the following, Bee BA Oe oe Mee 

‘That all.the mortgages to be fully amortized 
over ‘thei # term: withondsbalanges ‘at :thevend of -therterm. 
Not that all the mortgages eee be at either ten, 
fifteen or twenty year amortizations with the five year 
term, And over this the mortgages going to be on a 
five year term, then the payments must be made in 
$nstaiments ere at the end of five years it is 
automatically fully paid up. 

The result would therefore be to fully pay 


of a mortgage as outlined above, the terms under the 


example as provided above would have to be spread out 
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on a much longer term, perhaps seven years in order to. 
maintain the same monthly payments. In other words, for 
the borrower to borrow $3,000.00 plus the $1,500.00 
bonus, say $4,500.00, a payment of $75.00 a month, the 
mortgage will have to be amortized ror sevenvandra 
half year pertod instead of the four year pailoal The 
result being that automatically it reduced the effective 
rate of interest. And at the same time it helps to 
remedy the big balloon palances that borrowers can be 
faced with especially with the harshness and the 
dheonsévedannirty that goes along with that type of 
contract. 

Now in view of the situation Mr. Smith has. 
Studied the offer for her by ABC Mortgage’ Brdkers and 
sstudiédtthecoffer under what I have suggested, she would 
wane into consideration the four year term of the 
mortgage and the $1,500.00 bonus that would have to be 
paid as compared to the present di waa C158 of three ‘years 
in spite of the fact that her mounting payments in her 
present position is only $155.00 

What I mean by that is this: in order for 
an investor to reach a quick ore and loss in that 
short term, tiie ROREHEY payments would have to be 
excessively high in order to fully recover that trans- 
action in Pols years, ‘$4,500.00, for example, ina 
four lyear wekeoas three yar period rather, four years 
is $117.87 a month, So she looks at her present situa- 
tion, +o why I am paying: $155.00 a month right now, is 
there any advantage for me sorherahend and consolidate 


and only paying $117.87 a month? So in order --- 
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so what she is going to want --- great she is going to 
want a longer term for the lower payments which natur- 
ally brings down the yiéld and the effective rate of 
interest. , 
MR. REILLY: Mr. Chairman, when Mr, 
Rosenberg was beeen some loan of $3,250.00 ands + 
“peliighpaidoback over a base of $150.00 a month, PeeNNE 
an actual case you have in mind or is it’ hypothetical? 
MR, ROSENBERG: Hypothetical. | 
MR, REILLY: What odie the rate of interest,. 
the actual rate of interest be over a period of four 
years ona $1,500.00 bonus at 2a ae cent versus a 
$1,500.00 ee at 12 per cent over seven and a half? 


i 


MR. ROSENBERG: ‘Would you repeat that 
question again. 
MR, REILLY: What would the actual rate of 
interest in comparison of the two periods of time, one 
at four — one at seven anda half years? Both at 
the same rate of Nieetaes of 12 per cent, both in the 
“Same amount, , $3,000.00 plus $1,500.00, a $4,500.00. loan. 
Would! thous: payments in your book there 
show that, Mr. Rosenberg? 
| MR, ROSENBERG: Now, this'is a case at the 
end of four years. in dene Gatenics etistnnds or not? 


MR. REILLY: No, If,you start with the 


initial amount of $3,000.00, you add $1,500.00 bonus. 


( 
| 


MR, ROSENBERG: Right. 
‘MR, REILLY: So lend $4,500.00 and you 


lend it for a period of, four years or you lend it for 


a period of seven and a half years. 
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MR, ROSENBERG: It depends on the sum that 
is amorthted, ‘because ft? skfed three or four hundred 
Gbi {aie "no mal ter what the effective interest rate. 

MR, REILLY: Well, eocantie Tn business 
today you would eee money as the non then Loan Company 
would you not on a basis of ey Seco On that basis 
would you not --- | 

MR, ROSENBERG: We do not do that type of 
financing. | 

MR, MacDONALD: Mey Chairman, may I ask Mr, 
Rosenberg this. If a person is seeking to consolidate 
his debts, smotttetneg then over a seven year period, 
rather than Me kS year period, so he has a smaller 
monthly payment, why is it necessary to have a $1,500.00 
bonus? 

MR. ROSENBERG: This is a hypothetical case, 
I think Mr. Smith verified there had been cases like~ 
babe Pr eRr test PRA Peco se by F850 68 de 12 per cent, 
This is not my case, this is just a hypothetical 
example, 

: ‘MR, LETHERBY: But Mr. Rosenberg, that is 
common practice, isn't it, that bonus at $1,500.00. 

MR, ROSENBERG: Not common practice for my 
_ company, | | 

. MR, LETHERBY: No, no,:not for you, but I 
mean it does exist. 

MR. ROSENBERG: I have seen cases like that, 
definitely. 

: THE CHAIRMAN: But you still haven't answered 


Mr, Reilly's question. 
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| MR, ROSENBERG: Assume it is not pier itbesad 
then I ren kaaieg the rate of se would run ---- 

30 per cent interest, 30 per icent on thesfour*year term, 
that is the min dmur rate of interest rates --- seven 
year term, 

MR, REILLY: 'I didn't follow that remark, 
sir. | 

| “MR, ROSENBERG: This is --- 

MR. "REILLY: Minimum annual ---- 

WR, ROSENBERG: #-+ interest rate. This is 
30 per cent. In other words, there is a balloon balance. 

MR. REILLY: I should say maximum, 

MR, ROSENBERG: This is a balloon balance, 
and this man is now making any monthly instalments, where 
at aia of four years he is still going to owe 
$4,500.00. And if he is just going to pay his interest 
just during the term of four years then the effective 
rate of interest will become 30 per cent, 

Based on the seven years ---- over the seven 
years it become 25 per cent, because the fact is this 
man the use of the money on a longer period, so the 
bonus is naturally stretches out another three years 
longer than would be otherwise in the four year term, 

So naturally the bonus being the cost of the money, 
which in some cases is presuméd as as part of the 
db bp tive rate of interest. So actually it works out 
to 25 per cent. 

| However, if the transaction is fully 
amortized, then I would say the interest rate will be 


substantially reduced. 
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MR, SEDGWICK: Well, Mr. Chairman, Mr, 
Rosenberg has suggested this would ¥- a hypothetical 
ern ‘ Woulatifow @GHBUSCtell-the wésbers.ocfnthe 
Committee what would be an actual case as far as this 
company is concerned from the standpoint of a loan? 

THE'CHAIRMAN: Yes, certainly. 
ste (Inaudible) 

MR. ROSENBERG: When a borrower has. 
received $2,045,00.'---. this would be some reasonable 
loan, that is right, yes. | 

A MEMBER: » What was that -- $2,045.00. 

MR. ROSENBERG: $2,045.00. x 

A MEMBER: Pardon, 

A MEMBER: That is the amount the 
borrower got? 

MR, ROSENBERG: That is oubreets 

He repaid his mortgage so that $2,500.00, 
his fees were $455.00. The man's payments became 
$55.25 a month for sixty months which is five years, 
and at the end of five years there is no balance, 

MR. LAWRENCE: I was wondering, Mr, 
Rosenberg, he received $2,045.00. Then took a mortgage 
out for $2,500;00. | 

MR, ROSENBERG: That is right. 

MR, LAWRENCE: On top of that he paid the 
$455.00? 

MR, ROSENBERG: No, no, 

MR. LAWRENCE: Or included in the $2,500.00 

MR, ROSENBERG: No, It is a difference of-- 


fees of $455.00 --- a difference between $2,045.00 and 
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$2,500.00. This is the second mortgage. 
, MR, LAWRENCE: $455.00, --- 

MR, ROSENBERG: . ---- 12 per cent. 
The statement as worded does not call for the effective 
rate of interest. 

| I am not taking about the 
statement of mortgage now. I am talking about the 
actual entigies. What does the mortgage say the 
interest rate is?! 
| MR, ROSENBERG: 12 per cent, 

MR. LAWRENCE; 12 per ney Half yearly? 

MR, .ROSENBERG: Thats Ls, right, 

MR, LAWRENCE: Is this 12 per cent the 
effective, rate of interest? 

MR. ROSENBERG: Well, from the mortgage, 
the effectiverrate of interestiworks out to 21.2. 

MR. LAWRENCE: Why put 12 per cent. then? 

MR. ROSENBERG: Because the mortgage calls 
for d2-per, cent. 

MR, LAWRENCE; You say the mortgage calls 
for 12 per cent so how could you possibly put on 21 and - 

"MR, M&eDONALD: ‘Would you favour regulations 
that would in force full disclosure of the annual interes 
rate? 

MR, ROSENBERG: Definitely. I. think 
full disclosure should apply to all forms of money 
lending, whatever nature, 

MR, MacDONALD: Would you favour the 
regulations. should go a step further and the bonuses 


should be ineluded in the calculations? 
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MR. ROSENBERG: In the nleiancibiiapeacceiial 
certainly. But with the oad you are faced with a 
problem ma one bonus and the. discount depends on the 
transaction itself. 

MR, LETHERBY: And it should be spelled out 
whether the broker or the investor gets the bonus. 
Great big black letters Plant on the market, 

MR, ROSENBERG: well; thw something I 
am afraid in Pour siemens may si aad quite difficult to 
do, because sis the mortgage broker a a boy may 
come into the wtriée, Now, my fees daw fetter be --- 
for ait example take my own case as an example --- 
$455.00 represents approximately $405.00 as being the 


commission and $50.00 being the legal fees, and disburse- 


ments, 
MR, REILLY: I glad you got that clear, 
MR, “LETHERBYS: Now, Mr. Rosenberg, is it not 
possible for a eat unknown to the investor --- the 


man putting up the investment money to weasle a 
thousand dollars and put it down his pants pocket fast? 

MR, ROSENBERG: I don't know how if the 
broker arranges the mortgage. 

MR, LETHERBY: See, the broker arranges the 
mortgage. He could take the mortgage out in his own — 
name and he advances the funds in his own name, and if 
therefore takes the mortgage in his own name, he is 
going to charge himself a bonus, which perhaps he might 
hot be entitled to, it depends on the circumstances. 


And he can either assign or borrow against that mortgage 


from the investor, 
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MR. WHITE: From the standpoint of an 


actual case, Mr’. Rosenberg, this specific case where 


Lest 
| 


a man received $2,045.00, he takes out a mortgage for 
$2,500.00. He pays. you a gpeetes tee for $455.00. Is 
this: correct? 

MR, ROSENBERG: That is correct. 

MR. WHITE: eae he pays 12 per cent on 
‘\ehe $2,500.00. 

MR. ROSENBERG: That is right. 

MR. WHITE : So that the $455.00 represents 
about 25 per cent fee that he ‘pays out of the $2,045:00 
that he borrowed: So he pays about 25 per cent to 

_ borrow the money, then he pays 12 per cent on the 
mortgage, and this is customary. Is that what you are 
telling this Committee? | 
: MR. ROSENBERG: Yes, 12 per cent is addition- 

al to the 25 per cent. 

MR, WHITE: So out of the $2,500.00 he only 
gets $2,000.00. | 

MR. ROSENBERG: The borrower acbetves 
$2,045.00. | | 

MR, WHITE : ‘And the fee is: how much? 

MR, ROSENBERG: $455.00. 

MR. WHITE: And that is over 20 per cent 
of the mortgage --- 

MR, ROSENBERG: Oh, on what he gets. 
wate (Inaudible) 

MR, WHITE: Well now, Mr. Chairman, may I 
get back to ae suggestion this man has put before us 


\ 


today, because it is one I have never heard before and 
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it certainly has some interesting potential as far as 
eet am concerned, If your suggestion were implemented 
by whichévér 4roverhnent had thatapaiee there would be 
no balloon payment would there? 

: MR, ROSENBERG: No, sir. 

MR, SEDGWIEK: And so the borrower would inne 
not be sent scurrying at some cui date --- 

MR, ROSENBERG: No, we borrow at. perhaps 
even higher rates of interest. 

| MR. SEDGWICK: One advantage to the plan, 
put I think the biggest’ advantage to the plan lies in 
the fact that phesepe transaction is going to be in 
the high effective rate of interest, the monthly pay- 
ments ate going to be much inzextess.than with he is 
| probably paying. 

MR, WHITES NG: It would squeeze the --- 
it would visas foudenayetr dqueéze the interest rate 
down, | 

MR. ROSENBERG: That is right. 

‘A MEMBER: There is gett 

MR, SEDGWICK: Just a minute please, 

Are you suggesting this Cernnentheder bobs cenentogs 
mortgages, and all forms of lending? 

MR. ROSENBERG: All forms of lending. 

MR, SEDGWICK: If I may make that 
suggestion based on yours, if the vendor's collateral 
were limited to the goods actually purchased, let us say 
a refrigerator, and if the payments had to be amortized 


over the term of the contract, the dealer will be very 


cautious in his cré@dit collection, he would try to 
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insure that the on wasn't getting in over his 
shead; wouldn' t He? He could rer the refrigerator. 
He couldn't put all the man's ranula wae on the note -- 


do you follow me? 


MR. ROSENBERG: Yes, I follow what you. 


“mean, But this involves, I believe, acceptance finan- 


cing. 


MR. SEDGWICK: Yes, yes it does, 


MR, ROSENBERG: That is where the vendor 


signs a contract With an ‘teat bak nd aicuants at a dis- 
count. | 

MR. SEDGWICK: Yes. But right now what 
they are doing is adding another item of household 
belongings which have been already paid for and there 
are sdntmateavar consequences. to this. 


MR. ROSENBERG: No, I think what° you are 


| 


referring to, if you are referring to the financing 


or a refrigerator and I believe that it is only the 


refrigerator that is tied up in the peer ne however, 
should the purchaser fail in:his gecsuw@edenus tia could 
be involved by the suit from the acceptance company 
in hie cane they have a promissory note showing that 
he deee owe the money. The result wuld be that not 
only bhe refrigerator could be seized, there would be 
a judgment nena filed-against the purchaser’ in 
which case garnishment of his wages and also seizure 
of his other assets by ---- 

| MR. SEDGWICK: And sometimes a chattel 


mortgage is taken on goods already paid for as addi- 


tional collateral. 
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MR. ROSENBERG: In connection with the 
purchase? | 

MR. SEDGWICK: Yes. 

MR, ROSENBERG: Well then this therefore 
would in effect, I think, become a loan rather than 
audeyiennies financing. 


MR, SEDGWICK: Well, tell us what you want, °. 


/ 
| 


I have peenstt work, 
| MR, ROSENBERG: Well I think what I have 
suggested here, sir, in my own opinion, I think that 
the greatest effect that 1t would have would simply to 
induce either a mort gage broker arranging a loan or a 
finance company lending money or aie acceptance company 
financing the dontnatt-t6 reduce the effective rate of 
Ththeest and at the same time it reduces the monthly 


iF 
payments to the point that the obligation can be carried 


out without» too much difficulty. | 

MR. SEDGWICK: Your. suggestion is to 
supply first mortgages also? 

MR, ROSENBERG: Oh, ¢definitely;:. met ‘oie 
con tanbs  owMRg , SEDGWICK: Which it does not now do, 

MR, ROSENBERG: No, sir, 

MR, SEDGWICK: Well, Mr, Chairman, I think 
that we seats should have our experts go into that 
‘suggestion very, very carefully because it seems td me 
it has very interesting possibilities. 

MR, ROSENBERG: Mr, Chairman, may I ask 
the Committee a question? | 

MR. WHITE: Mr; Rosenberg, your firm is the 


Northern Loan, is that right? 
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MR. ROSENBERG: That is true, st 
MR. WHITE: Is that a edited pitertensconstit p? 
MR. ROSENBERG: ees, tihieiay | 

i ee | | 

MR. WHITE: Yes, and you are the sole 
proprietor? | 

MR, ROSENBERG: Yes, I am, 

MR, WILTE: And you sdidvat therstartoof your 
evidence that the people that you dealt 86 e ki sidwts 
who were hard pveased for money and you permitted. them 
to consolidate their debts. : 

MR, ROSENBERG: Not all people. I would 
say approximate ly 30 to 35 per; centr of thei people are 
people who are hard pressed for money. 

| | MR, WHITE: Well, Héw do you get your loans? 
It has been said to me that, you have girls that just 
telephone names out of the telephone directory and ‘ask 
‘them if they need money, Is that right? 

MR. ROSENBERG: The nae Melean's Hunter - 

MR. WITTE: All right, except that gney 
are not getting mortgages. he breelyoe you get your 
contacts? - | | 

MR. ROSENBERG: The majority of them that 
way, yes. 

MR. WHITE: Well, how do you know that they 
need money when you only call them at random? 

MR, ROSENBERG: Well, we eee, ee whether 
_ they need money or not until they ask us, | 

' MR, WHITE: sian Se And then the girls make 
an appointment for you to see them, Is that right? 


{ 


MR. ROSENBERG: No, sir. 
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MR, WHITE: Well, how do you get themtto 
contact you these people that your girls telephoned? 

MR, ROSENBERG: Well, the head girl, she 4s 
--- you call this person at a later date and discuss 
with them in a business like manner their financial | 
position, 

| MR .. WHITE: Folks you know nothing about 
until you go to POST: 

MR. ROSENBERG: Yes, that is right. 

MR, WHITE: Then you try to ssl LEG them to 
take a second mortgage. 

MR, ROSENBERG: Yes, sir. 

MR, WHITE: You’ are aware that foie “SY your 
clients cbr customers said that you do? 

MR, ROSENBERG: Tceneverheard that before. 

MR. WHITE: Oh, aren't you. Well, let me 
give you a specific example, You remember Mrs, Violet. 
Smith at 452 Aylesworth Avenue, do you remember that? 

MR. ROSENBERG: Yes. 

MR. WHITE: Do you remember that she claimed 
that she and her’ husband had been frightened into taking 
a mortgage? 

MR, ROSENBERG: Well, sir, this story --- 
the situation in thidt case. I attended ‘the home: at 
sesint half past seven, and I sat down and completed a 
credit statement to see what their financial SosPREOR 
was. on that particular case, we had discussed the 

a that it was wiser for her to-have 
one first at 7-1/2 per cent interest and 
eonsclidate her accounts --- 


SMR GAOT -Bucg-ghe only. nc 


7 or. a 
7 oat aa agin me 


_— =_——s 


od*meds Jog Yor.ob nat sme: niente 
. 

$benorgelst alrts woy tsdd slqoeq eesdt yoy 

eft ede .{tlp bsed oft .Ifow ‘DAUMMAGOR «AM 


| amyoatb bas stsb wedsl s ts AoB19q als Ifso soy - 
Istonsatt sutedt sonasm axtL asenteud 6 a mori: natin 
motto | 

wuods gnidden word yoy Ballot ldeciiit iM 


sais e929 oF og voy Lidnw 


a ed - 
5 - 
- 


dats st ¢edt .ae¥ <:DASAMECOR sAM «© © oe | io 
od mont sphichetas ot yat yoy ned? <HRIHW MH tons» o dor 
-9Bsgstom broosa 5 eusd i | 
tie ,.890Y :\AGaMaeOH VAM oc ver 7 
qMoy to omon Jedd otswe ons so¥ : PUTHW AM 
Tob voy cadd bise ss anneal nds’ataenio | 
.stoted tgedt brsed tevencl -DHAAME2OR FM | ari Fz 1 
em gef ,ifeW .voy ¢t'nsis .fO eSPIHW . AM 
tefolV .20M sedmemer yoY , ofqmexe olttosqe.s voy: ante || ley 
Sted3 tTSedmiomet yoy ob ,sunsvA AtwowesivA Sei ts dtime | 
.29Y <:PASEMAAOn SAM 


bemtsfo sda tsdt tedmomes yoy od +STIRNW .AM 


| gibist otnt horoddgint need bed basdend i9rl Bre. ode! seat ‘cc 


; 
G 
j 
] 


fexszdiom s | g 

~~~ Ndovs aids .tta .[IisW <:DHSEMaeCOH .AM 
36 omod odd bebnotis I .easo deds at molisugte ont fas 
ioe beselgmon bas awob tse I bas ,nmevea dasa tisd tnods ‘bes 


t.. motviseq Istonsntt ttedd tenw 992 ot een tibers | 
\ 


i, 
edi beeauosth bsd sw .sess asivotiisg wqyae - 8, sw 
ou Sved od-i9erl tol t9eetw esw tit gedt 9° <% at 
la) (“8as tesisini inso req S\I-Y ts egsgsec 


4 


i 


a? i -_ wes a 
an 
. Rie 


ANGUS, STONEHOUSE & CO. LTD. 436 
TORONTO, ONTARIO if : 


MR. WHITE: “And she only had one mortgage 
at that time, 

MR, ROSENBERG: Yes, but if I recall correc- 
tly, a Canada Permanent mortgage 
48 or 49 hundred dollars. 

MR SEDGWICK: And you' arranged to discharge 
that mortgage ah | 

| MR. ROSENBERG: During the time of the 

interview after, completion of the credit statement, I 
pointed out to her that this is what I had suggested to 
her and she wanted me to go ahead and be very glad to 
fill out the statement: of naiveace and the application © 
and which was done at the time. She then went ahead 
and proceeded to get coffee and cookies and the four of 
us were sitting in the living room discussing the matter 
further and she had suggested to me, yes, it would be 
perfectly okay to go ahead. She had signed the statement 
of mortgage and also signed the application, Two days 
later our:solicitors had'attended at the home with the 
mortgage document: itself. She and her husband had looked 
over the mortgage decumentan-thex asked us many questions 
Do youounderdtand thentrahgaction? Do you understand 
the fees? She said, yes, yes, yes. She did and she 
and her husband ii I think the copy was in her name, 
and he was a guarantor, 

Two opel later when we went off to search 
at the sheriff's office, we found numerous executions 
aginst the name of Smith. At that time I read to Mrs. 
Smith a letter asking her and her husband to come to the 


solicitor's office to sign the Statement of Statutory 
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Beiinsthan that [there were no exdauthons 3 I had not 
beard pat lial from Mr. wind! Mrs, Smith, nothing for four 
or five days or a week until pagaenay received a 
letter one --- at was. a Monday morning from her | 
solicitor asking acho cancel the transaction, I had 
discussed that with our solicitor and he thought it was 
wise to cancel and so did I, and also we got a call from 
the eer Cee of Insurance Saying that we should 
eancel the transaction, and which we aid, 
| MR. SEDGWICK: “Tham . bookingiato the applica- 

tion, Mr, RossnbeeeeMemens wie ac$8,00d00imorteare: at 
7-1/2 per cent, 

MR. ROSENBERG: That is right, sir. 

MR. SEDGWICK: And the charges were $720.00. 

MR, ROSENBERG: Yes, sir, 

MR. SEDGWICK: So’ the hiciaseit would have 
got $7,280.00,, is that right? 

MR. ROSENBERG: That is correct, sir. 

MR, SEDGWICK: With interest on the $8,000.00 

MR. ROSENBERG: Let me gee, that is correct. 

WR. SEDGWICK: To pay interest on the 
$8,000.00, 

MR. ROSENBERG: That is correct. 

MR, SEDGWICK: ' Then I see the charges are 
made up thus. Bonus, brokerage fees and commission 
$300 .00. Would that’ be your fee? 

| MR, ROSENBERG: $300.00. 
MR, SEDGWICK: Yes, 
MR.. ROSENBERG: May I look at that please? 
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MR.» SEDGWICKS:: Yes. Here you are, sir. 
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MR, ROSENBERG: That is what it says. 


MR, SEDGWICK: Yes, $300.00. Is that your 


i 


usual fee? 
- MR. ROSENBERG: That is part of it,,sir. 
; MR. SEDGWICK: What do you mean that is part 

of it? | | 

MR, ROSENBERG: Well, there is my legal fees, 
services charges. | 

MR, SEDGWICK: All I am concerned with, the 
$300.00, is that “your fee? 

MR, ROSENBERG: In some situations, yes sir, 

MR, SEDGWICK: Well, look at this situation, 

is it your fee in this situation? 

MR, ROSENBERG: Yes, sir, 

MR. SEDGWICK: And that $20.00 inspection 
and appraisal fee, would that be your fee also? } 

"MR, ROSENBERG: Yes, sir. 
MR.’ SEDGWICK: And then legal fees and 
| disbursements of-not-iore than’ $240.00, Who would get 
bibs money? 

MR. ROSENBERG: ‘The solicitor for arranging 
for the clients. © | 

MR,’ SEDGWICK: Why would he get $240.00 
which is about three onde the tariff? 

MR. ROSENBERG: Well, that is his rate, sir, 
and those are his charges, ahd iscwhat has been paid to 
us, sir, 

MR. SEDGWICK:; Do you participate in that 
$240.00? ; | 


MR, ROSENBERG: ‘That is deducted. 
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1 MR. SEDGWICK: No, I said did you participate 
9| in that $20 /00, It all went to the solicitor, is that 
3| correct? After it's been completed? | 

“i - MR, ROSENBERG: That is right. 

5 | MR. SEDGWICK: ' Then other charges, service 
6| charges, $160.00. What is that for? 

7 MR, ROSENBERG: That is for the time spent 
8 at home, time spent processing, getting first mortgage 
9 statements --- 

10 MR, SEDGWICK: Is it a brokerage fee? 

11 MR, ROSENBERG: No, sir. That is a 

12 commission for arranging:thechoan, the commission only. 
13 MR, SEDGWICK: Where was the brokerage fee 
14 then? Because it is called brokerage fee ------ 

15 MR. ROSENBERG: Brokerage fees, they are 

16 only the fees that --- brokerage fee is a fee if the 

17 loan is taken,iif tthe mortgagé”™is’ taken in the name of 
18 the broker and so were signed. --- there comes the 

19| brokerage’ fee. | 

20 MR, SEDGWICK: But all your mortgages are 
21] taken in the name of the broker, aren't they? 

22 3 MR. ROSENBERG: Notcall of them, no, sir. 
23 MR, SEDGWICK: Do you carry any of them 

24 yourself? Can't be very many, you wouldn't take so 

25|| long. » (Laughter) 

26 MR. ROSENBERG: I have a few --- going back 
27 into different situations, 

28 MR, SEDGWICK: A long time ago? 

29 MR. ROSENBERG: Yes, sir. 


30 MR, SEDGWICK: But almost invariably you 
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merely act as an agent? 
MR. ROSENBERG: That is right, sir. 


MR, SEDGWICK: “You secure the borrower and’. 


_youchavelavailable*to yousrécords and you take the 


mortgage in your own name and then assign it. Is that 
correéet? t 

MR. ROSENBERG: In, some situation, yes, sir. 

‘MR. SEDGWICK: Yés, And in other situations 
the mortgage ‘ts direct to the lender? 

MR, ROSENBERG: That is right, yes. 

MR, SEDGWICK: Well then why should there 
be the two sharees; brokerage fee or cnakteenanwnt 
$300,00 and then nipitee charges of $160.00? | 

| MR, ROSENBERG: Now, first of all, these 
charges are justified for the simple reason that the 
cost of doing business today is quite high as it was 
some time ago for the last fifteen or eighteen years 
ago. If we were to cancel out the service charge, the 
result would be, the company would just be operating 
at a loss. | 

MR. SEDGWICK: Well, why can't it all be 
stated as being your commission, because you get it all? 

MR, ROSENBERG: If I get the service charge 
or if I get the commission, what is the difference? 
Whether it is.all service charge, or all commission,or 
all bonus,or all discount? 


MR, SEDGWICK: Well how do you manage to 


divide it? Why is $300.00 called the brokerage fee and 


$160.00 called the service commission? Why --- on what 


basis do you divide it? 
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fs ae i (anauatie) 

MR. SEDGWICK: But this was in February 1963. 

MR, ROSENBERG: Yes, | 

MR, SEDGWICK: That isn't very long ago? 

MR. ROSENBERG: No, We have been doing this 
for quite some’ time, I am still doing it right now. 

MR, SEDGWICK: Then you are not ready to tell 
the Committee how the fee of $780.00 or $720.00 is 
‘@ivided up in that way? 

MR, ROSENBERG: It wouldn't be $780.00, It 
would be $480.00, sir. 

MR. SEDGWICK: Oh, no, no, no. The whole 
fee was $780.00, which included $240.00 legal fees, 

MR,, ROSENBERG: Well,’this is something I 
haven't received, sir, 

MR. SEDGWICK: I know, but it was something 
you stipulated ae J | 

MR. ROSENBERG: (Inaudible) 

MR, SEDGWICK: Would you have actually paid 
the lawyer the. sokox00% 

MR. ROSENBERG: The J BMyery s fees were paid 
before I' received my commission, sir, tue: service charges. 

MR. SEDGWICK: Who was the lawyer? Was it 
Mr; Croll? | | 

MR, ROSENBERG: Yes, sir, 

MR. SEDGWICK: What is your ordinary fee 
for arranging a loan? 

wis ROSENBERG: On a first mortgage it works 
out to 6 per cent, sir, plus the ceva fees and the 


disbursement#2) THECET par cent would include inspection 
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fees, commissions and service charge. 

MR, SEDGWICK: 6 per cent? 

MR, ROSENBERG: Yes, sir. 

‘MR. SEDGWICK: And then the legal fees? 

MR, ROSENBERG: The legal fees would ---- 

MR, SEDGWICK: The legal fees --- they would 
be 1-1/4 per cent, isn't it? Is that the tariff? 
| MR. ROSENBERG: Well, wee sir, I believe --- 
I think the broker's fee is the finder's fee. 

MR. SEDGWICK: why Whourd che\solicitors *sc's 
Bharge the finder's fee when you find the borrower and 
you have the Terigér' 2 payroly, 

MR. ROSENBERG: Well, the solicitor, he acts 
on the behalf of his clients — it is through his clients 

that 'the mortgage is Per Tae prepared for. 

MR, SEDGWICK: Oh, 

MR. ROSENBERG: In other words, his client 
ddvaridedtHe en his client, as I say, advanced the 
$8,000.00. 

MR. SEDGWICK: Yes, so the solicitor, he 
charges for the eT rees for doing the legal work? 

| MR. ROSENBERG: RRight. 
MR. SEDGWICK: and the finder's fee? 


, MR, ROSENBERG: Right, 


Bisa Ne 


MR, CE: But you do the finding, don't 
you? You found bea Borrower and you found the lender? 

MR, ROSENBERG: I couldn't say found the 
lender because if I @fidn't pay his fee then he would not 
supply the lender, 


MR, SEDGWICK: Well, you say 6 per cent would 
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be your ordinary charge? 
MR, ROSENBERG: That is as far as my own --- 
well, be 5 per cent including the solicitor's charges. 
| MR. sepowteK: I beg your pardon? 
MR. ROSENBERG: It would be 9 per cent 
,ineluding the ‘iia eras tsi s charges, 
aa SEDGWICK: That would be 9 per ‘cent of 
the aneuat advanced, that it? 
MR, ROSENBDRG: 9 per cent on the face amount 
of the mortgage, in. this case it is $8,000.00. 
MR, SEDGWICK: Tvsee: So you would charge 
2 per cent; do you; for solicitor's charges? 
MR, ROSENBERG: That is right. 
MR, SEDGWICK: Why do you charge so much? 
MR, ROSENBERG: That is what the solicitor 
requires, that is his charge to me. 
MR, SEDGWICK: Oh. Do you never bargain with 
him as-to the amonnt? 
MR. ROSENBERG: Well ----- 
MR, SEDGWICK : Do you remember dealing with 
a Mr, William Thompson --- do you remember that? 
| MR, ROSENBERG: Very well, sir. 
MR. SEDGWICK;: How much were you jto’ secure 
for those people on’ the basis of a mortgage loan? 
MR, ROSENBERG: I don't have my file here so 
I can't answer too many questions on this fellow. It 
is just a matter evnerveeedinegs in Division Court and 
judgment, was ob ed net, 
MR, SEDGWICK: For how much? 
MR. ROSENBERG: I believe it was for --- 
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Sab: has eae appealed --- $2, Hoo. 00. It has been appkaled. 
MR, SEDGWICK: Yes. And you were paid 
$80, 00, is that right? 
MR, “ROSENBERG: I can't reéallpteir, _Iedon't 
have my file with me, sir. 
MR, SEDGWICK: wenna I be right in saying 
that the loan in clint ease was $3, 500.00? 
MR. ROSENBERG: No, I think if I recall this 
$2,270.00 is what they were to receive. 
MR. SEDGWICK: $2,270.00. 
MR. ROSENBERG: And the amount that was reé+c 
paid back was $2,750.00. 
MR, SEDGWICK: $2,750.00. And the charges 
that you werd making were $430.00 or something of that 
| order? 
MR, ROSENBERG: That is about right. 
MR <SBDGWICK:: That is more than 9 per cent, 
isn't-it? | 
MR, ROSENBERG: Well, sir, this is a second 
mortgage, sir; .notca:farat, 
MR. SEDGWICK: Oh, And the charges in the 
case of a eeGoAd nbntwaxe would be how much? 
MR, ROSENBERG: Approximately 16 per cent. 
MR, SEDGWICK: 16 per cent? 
‘MR, ROSENBERG: Yes, sir, including the legal 
fees. 
py 
MR, SEDGWICK: Including the legal fees, And 
how much of the 16 per cent did you pay to the lawyer? 


MR, ROSENBERG: I believe he charges ----- 


| $50.00, sir. 
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MR. SEDGWICK: $50.00. Well, $50.00 isn't 
three per cent, is it? | 7 
MR. ROSENBERG: No, but, this is a second 
mortgage, this is different. In this situation JIvam 
dealing ape othér investors, sir, didi eix for déyer 
different people, who have moneys to loan on second 
mortgages. 
MR, SEDGWICK: | You mean the mortgage ends 
‘up in the hands of six or seven different people? 
MR. ROSENBERG: No. Six or seven different 
| people may cake out one Fe ica! 
| MR, SEDGWICK: You mean they have to canvass 
six or seven people? 
MR, ROSENBERG: No, sir. 
MR. SEDGWICK: Well, what do you ordinarily 
charge as your commission in ‘the case of second ‘mortgages? 
MR. ROSENBERG: That would be just an 
ordinary charge, sir, 16 per cent. 
MR. SEDGWICK: 16 per cent? 
MR, ROSENBERG: Yes, sir, 
MR. SEDGWICK: So that if the second mortgage 
is for $2,000.00, the enerce would be $320.00? Is that 


right?iollo prompt rsceny vowkd b 


MR, ROSENBERG: Oh, no, 16 per cent would 
be ---- that is right. 

MR, SDGWICK: $320.00, is that right? 

MR, ROSENBERG: Yes. 
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MR, ROSENBERG: 42,000.00, the borrower 
received $2,000.00? | 
| MR, SEDGWICK: Well, the mortgage was for 
$2,000.00. 
MR, ROSENBERG: The mortgage ws for $2,000.00, 
the charge would. be $380.00, 
| MR, SEDGWICK: In the making? 
MR, ROSENBERG: Yes. 
MR, SEDGWICK: | That is more than I thought. 
I thought 1t would be $320.00, So that the mortgage 
people would receive how much? 
MR, ROSENBERG: . The mortgagee will receive 
$1,620.00. 
MR. SEDGWICK: $1,620.00. And the interest 
rate on the second mortgage would be what rate? 
| MR, ROSENBERG: Would be 12 per cent. 
MR, SEDGWICK: 12 per cent. And what would 
be 12 per cent on $2,000.00? | 
MR, ROSENBERG: That is right, sir, 
MR, SEDGWICK: Yes. Do you know what the 
effective rate is there? | 
MR, ROSENBERG: The effective rate I assume 
something around 21 per cent, 
MR, SEDGWICK: Something around 21 per cent? 
MR, ROSENBERG: Yes, 
MR, SEDGWICK: And you say that the charge 
would be $380.00 on a $2,000.00 mortgage? 
MR. ROSENBERG: That is right. 
MR, SEDGWICK: That is something like 18 


per cent, is that right, on the face of the mortgage? 
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MR, ROSENBERG: On the face of the mortgage, 


--- 16 per cent. 
| MR, SEDGWICK; And does that include the 
legal fees? | 

MR, ROSENBERG: Yes, sir. 

‘MR, SEDQWICK: Ang how much would" the! legal» 
fees be in that case, on a $2,000.00 mortgage? 

MR, FOSENBERG: It would be $50.00, sir, 

MR, SEDGWICK: $50.00? | 

MR, ROSENBERG: Yes, sir. 

MR, SEDGWICK: So you would collect $350.00 
for arranging that mortgage, ig that right? 

MR, ROSENBERG: Yes, 

MR, SEDGWICK: Is that the ordinary rate‘ 
payable by borrowers who want to borrow on a sdcerd 
mort gage ? | | 
MR. ROSENBERG: Yes, sir. 


| 


‘MR. SEDGWICK: So the éffective vate lét 
interest on the money they received would be~--------- 
21 per eent? 

| MR, ROSENBERG: That 1s “*PLSHt 

MR, SEDGWICK: Right? 

MR. ROSENBERG: “Wea irerreart 

MR, SEDGWICK: You have already said that 
you would have dbhobjee tLe to the actual. interest rate 
aipiertas on the facemofitthe document? | 

me MR, IROSENBERG: No, sir. 
MR, SEDGWICK: You wouldn't object to that. 
MR, ROSENBERG: No, sir. Only provided that 


our<industry #65 our forms of money lending --- are 
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applied equally. 
MR, SEDGWICK: I don't know what you mean. 
MR, ROSENBERG: Well in other words, the 


finance companies are compelled to state their’ true rate 


Sf interest and the banks are compelled to state their 


true rate of interest and the finance and acceptance 


companies are compelled to state their true rate of 


interest, I would be. wilting todo’ thatitoo, sir. 


MR. SEDGWICK: I see, If the true rate was 
disclosed on the face of the mortgage would it. make it 
too difficult for you to get lenders? 

MR, ROSENBERG: I don't think so, 

MR, SEDGWICK: Was it your custom, Mr, 
Rosenberg, to take the application for a mortgage loan 
and then register it against the title of the ions al 
in case the mortgage fell through? 

MR. ROSENBERG: Wasiit.aicustomer?or, ~yegue® 

MR, SEDGWICK: Yes. Did you do it with any 
frequency? 

MR, ROSENBERG: I would say in the past 
three years, whether you call it frequency, I can recall 
about ee cases --- four cases, four or five cases, 


MR. SEDGWICK: This is where the borrower 


or tentative borrower changed his mind and didn't want 


bende through with the loan, you régistered your form 
of mortgage application against the property so that it 
formed a lien’ on that property, is that right? 

MR, ROSENBERG: Not in all cases, 


MR, SEDGWICK: No, but you did it in many 


eases? 
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MR, ROSENBERG: Not in many, sir. 
MR, SEDGWICK: But in some? 
MR. ROSENBERG: Yes. 


MR, SEDGWICK: That was where the mortgage 


had not gone through at all. 

MR, ROSENBERG: This would probably be a 
case where these people may have misrepresented or either 
way, they wanted to cancel after maybe two or three days 
for woe justifiable reason or a case,where they may 
have excessive executions of judgment where the trans- 
action did not close, 

MR, SEDGWICK: Then did you on some occasions 
sue for that fee? | 
| MR, ROSENBERG: Yes, sir. 

MR, SEDGWICK: And collected even --- in some 
cases collected even though the mortgage had not been 
made ? 

MR. ROSENBERG: For time and services, yes. 

MR, SEDGWICK: There Would) of course be no 
‘finder's fee in those cases, would there’ because you 
didn't make the loan? 

‘MR, ROSENBERG: It depends if you are 
‘weceati ds to first mortgages, only once I recall deposit 
‘a title of the first mortgage, and in that case there 
was just a nominal settlement was made out of court. 

On the second occasion, I recall about only three casds 
to the best of my<recollection in the last three or four 
or five years. 

MR. SEDGWICK: Where you sued for your fee 


even though the mortgage had not gone through? 
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1 MR. ROSENBERG: Well, we sued for our time 
2| and services, yes. 

3} MR. SEDGWICK: But the time and services 

4 would be thecsatlecasttheeree as thesfee stipulated if 


5| the mortgage had gone through? 


6 MR, ROSENBERG: Yes. Same dienes 

7 MR, SEDGWICK: I think srabots all. 

8 THE CHAIRMAN: Have you any questions? 
9 MR, SEDGWICK: That is all. 

10 MR. WHITE: 0): Well, I must say I am 


11 astounded that this gentleman comes in here withewhat 

12|| appears to ine to be an excellent suggestion, when’a des- 
13|| cription of his own operation just makes my hair stand 
14 on.end, I think it is one of the worst; most flagrant 
15| case of of usury that I have heard about. And yet I 

16|| think the suggestion which was brought in here is a 

17|| good one, and I hope the suggestion will be given 

18 consideration even though his own business practice 

19| does leave something to be desired. 

20 THE CHAIRMAN: Mr, MacDonald, any questions? 


21) Mr. Bukator, any questions? 


22 | MR, BUKATOR: Not at the moment, no. 
23 THE CHAIRMAN: Mr, Lawrence? 
24 MR, LAWRENCE; Yes, The suggestion we had 


25|| last week when we had the representatives of the Mortgage 
96|| Brokers! Association. Is it all right to go on with 

27 | the Mortgage Brokérs! /Agsociation? 

28 THE CHAIRMAN: Yes, 

29 MR, LAWRENCE; The suggestion was made that 


30|| the one way we could attemptatoucurb some of this racket 
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af far as Chak prokere! commission is concerned would be 
to have a vias either industry policedor if sevesisny 
or federal policed, What do you think would be a fair 
tariff for mortgage brokers! commission} as far as first 
mortgages are concerned? | 

MR; ROSENBERG: I think that the true 
efftctive rate of interest should be brought out into 
the light. I believe the market, the complications of 
the market for the just rate. 

‘MR. LAWRENCE: All right you told us that 
people Lab essa ate te paying what their real effenbire 


‘rate of interest was, whether they knew what it was or 


whether they didn't know what it was, you would still 


be able to take on clients ------ on mortgage transactions 
How would this possibly affect the true rate of intergst? 

MR. ROSENBERG: Well, the true rate of 
interest would compell all brokers to try to attempt to 
reduce his costs in order to 
Patios (inaudible) 

MR. LAWRENCE: You were saying here, that 
perhaps one of the reasons --- I am not trying to put 
anything in your moth --- I. am trying to understand you 
--- if there were some governmental provisions specify- 
ing the true effective rate of interest that people had 
to pay that this would bring about competition as far 
as mortgage brokers! commissions were concerned. 

MR, ROSENBERG: Not as far as mortgage brokers 
commissions werecconcerned, I think it would bring 
-about:¢ompetition in all forms of money lending, whether 


mortgages or otherwise. 
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MR, LAWRENCE: Can I extend that a little 
further at the moment. Then, you feel that good 
competition in this field is not an asset, is that 
right? 

MR, ROSENBERG: I say gis i my own circum- 
stances --- mind you people are very skeptical when they 
want to.-borrow. But they are not too concerned about 

a the money is costing them, 

MR. LAWRENCE: Have you,any ideas at all 
about the way “fairrmortgagebbroker's commission on a © 
first: mortgagé: would be? : 

MR, ROSENBERG: No, I haven't, 

MR, LAWRENCE: If you don't want to answer 
that you don't have to, 

MR. ROSENBERG: I would say --- in my personal 
opinion I believe a minimum of 10 per cent would bance: 
the commission and legal fees, 

MR, LAWRENCE: A minimum of 10 per cent. 

MR. ROSENBERG: Yes, on first mortgages. 

MR, LAWRENCE: On first mortgages. At the. 
moment then you feel your own fees desecamalin the lawyer's 

| fees are below 10 per cent so you feel yourare. not | 
making enough money on the deal? 

MR. ROSENBERG: It is not a matter of making 
enough money, it is the outlay that counts here --- in 
running an office, all the waht work and the bills that 
have to be paid. By the time the transaction is 
completed I am lucky if I have 5 or 6 per cent on every 

thousand dollars, 


MR, LAWRENCE: Of course your overhead as a 
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rule is higher thaticnormal in a city of this ibaa. 
Are you the only one'to your knowledge doing this phone 
call business in Toronto? 

| WR. ROSENBERG: I believe there may be two 
others, but I am not sure, | 

| MR, LAWRENCE: Do you feel it is costing 
sooubise money than, shall we say, the regular mortgage 
brokers? 

MR. ROSENBERG: Yes. 

MR, LAWRENCE: Then why do you do it? 

MR. ROSENBERG: well, advertising in news- 
papers and other forms of advertise us becomes a 
liability. ' Based on statements of two or three other. 
mortgage brokers they have a very, very severe problemi 
of cost and ay the year pesunex as it was agreed 
originally 4n connection’ with chewed 

MR. LAWRENCE : ~E thought you dust said your 
overhead was nition nin the average. | 

MR, , ROSENBERG: It is high, certainly, but 
in order --- also in other ways, I could go ah daepnate 
advertise probably in the Star or Telegram, Globe and 
Mail andorderrto produce the same volume which --- 
bets (inaudible) 

MR, LAWRENCE: It would cost just about as 
much to advertise in the newspapers as it would be to 
use a telephone, 

JR. ROSENBERG: At least with the telephone 
I employ maybe four or five wants who are gainfully 


employed, with the newspapers somebody else 
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MR. LAWRENCE: How long have you been in the 
mortgage business? 

MR. ROSENBERG: About ten years. 

THE CHAIRMAN: Go ahead, Mr. Irwin. 

MR. IRWIN: I fina reer comments, Mr, 
wiveaicean about the fact ete if the effective rate of 
interest were stated on the face of the mortgage form 
that nonetheless people w.ould still Saad money at . 
certain rates. I find this intriguing because 6- have yo 
“any experience on this ar7 

MR. ROSENBERG: Yes, sir. 

MR, IRWIN: ++- in this realm, area? 

MR. ROSENBERG: I feel speaking on that, I 
would say I see two or three hundred people a day and 
if somebody wishes to sidan money, what they are 
concerned about is --- there three prime concerns --- 
do I need the money --- if I do, what is this money 
going to cost me. Number three, what are the monthly 
payments. 

Apparently what has unfortunately happened, 
I think in the last ten, vtwelvecyears, especially since 
the: Korean War, consumer financing of purchases was 
being pushed over by sales persons, anybody that there 
was. 

---- (4naudipie) 

MR, MacDONALD: As-afPguedcallady, evenvong 
myseifinatdtimeinotseven givencany consideration of charge 
of the cost sfrborrowing money as long as they could 


have that product, 
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MR, ROSENBERG: I would say that most 
would be in the last two, two or three years, probably 
at the most in my own opinion, where people have be- 
come a little more conscious of the true cost of 
borrowing money. But that doesn't stop them from 
borrowing, 

BR. BUKATOR: ‘Mr, Rosenberg said that the 
girls contact two or three hundred people a day on the 
phone, How many, percentage-wise, how many customers 
would you get from that effort? 

MR, ROSENBERG: Well, what people we have 
to reject, in my opinion, perhaps maybe one or three- 
quarters of one per cent. 

MAR; BUKATOR: Is that right. «isu edcuc one 
per cant, MR, ROSENBERG: Just about one per cent. 

MR, BUKATOR: If a girl gets two or three 
clients a day you feel that she is doing the job. 

MR. ROSENBERG: Yes, sir. 

MR, BUKATOR: You will reject quite a few? 

MR. ROSENBERG: Yes, sir. | 

MR, BELANGER: I am interested, Mr. Chairman 
and Mr, Bukator, the way they go about getting their 
business, | 

MR. SEDGWICK: You said you had two or three 
hundred calls pg the girls made two or three hundred 
calls a day? 

MR, ROSENBERG: Yes, sir. 

MR, REILLY: Now, are these girls paid a 
commission if ee do ‘ge acustomer -or --- 


MR. ROSENBERG: No. They are paid a salary. 
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MR, REILLY: Paid a salary? 

MR, ROSENBERG: Straight salary. 

MR, REILLY: You give them a salary regard- 
less if they produce or not? 

MR, ROSENBERG: That is right. 

MR. REILLY: And then are these calls made 
only in Metropolitan Toronto or do you go outside of 
Toronto? 

MR. ROSENBERG: They go -- in Metropolitan 
Toronto and outside of Toronto, 

MR, REILLY: Outside of Toronto? 

MR, ROSENBERG: Well, Metropolitan Toronto 
Be you say Toronto proper, will be Toronto proper 
and the suburbs. 

MR. REILLY: And this includes --- say, 
Oshawa, or Hamilton or places like that? 

MR. ROSENBERG: No, The cost of telephon- 
ing would be’ReryIvery high you see, 

MR, REILLY: Now, how do you follow afterwards. 
‘I amainterested in how you follow this afterwards. 
Suppose you say that you gee tone person interested --- 
they are interested, What procedure do you follow 
after that? 

MR, ROSENBERG: Well, the procedure would 
be that the supervisor --- she would follow up in a 
day orvtwo; talk°to either Mr. or Mrs. Jones, : 
mentioning the fact that Mr, and Mrs. Jones were con- 
tacted a few days ago, advising Mr, and Mrs, Senos that 
we lend money, secured by mortgages and otherwise and 


we also and suggest to them --- mind you this is only 
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in brief form I am giving to you. If you want me to 
go in-detail I can give fouyoucin'detail, but in brief 
form: their object is to determine the loan ability 
of that eclient. In other words, whether the client 
had the equity to warrant a loan, And if they find they 
did have the equity for that loan, it would be their 
job to arrange an dg mbatient for the party to come into 
the office or either myself to attend at their home, 
Which from then on,---- 

MRwoREILLY! Well, is there any obligation 
on the: party iitsel@riarverMthat? mis ap .: Z iy: 
cine UstkLoo oeMRy ROSENBERG: Oh, no, 

MR, REILLY: Mr, Chairman, may I ask one 
question more, 

THE CHAIRMAN: Go ahead. 

MR, REILLY: The girls that you hire, do 
you provide them with a fixed patois, some line that 
they have to use or do they rely on their own ingenuity? 

MR, ROSENBERG: They have --- I won't say 
it is a fixed pattern, but they do have a form of 
pattern which they adapt to their own personality. 

MR. REILLY: Do you have that with you? 

MR, ROSENBERG: No, sir, 

MR, REILLY: Could you supply us, to the 
Committee, the form that is given to the girls which 
they are to follow? 

MR. ROSENBERG: Yes, sir. 

| MR, REILLY: It would be interesting to see 

it. 


MR. ROSENBERG: Yes. 
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MR, REILLY: sie. ‘venta teem I want a little 
confirmation, if I may. On the first mortgage your 
present rate for the commission, for inspection fee, 
and service cqmbined is 10 per cent? Is that correct? 
Or 9 per cent, six plus three if I ---- 
| MR, ROSENBERG: Yes. 

MR, REILLY: You guggest that a fair rate 
would be 10 per cent? 

MR, ROSENBERG: Yes, sir, 

MR. REILLY: On your second mortgages, for 


the same service, the existing rate is 16 per cent 


| 


including lawyer's fees? 


MR. ROSENBERG: Yes, sir. I suggest a 
tariff of 20. 

MR, REILLY: And this applies to both er 
and second mortgages on the basis of 12 per cent on the 
actual mortgage? 

MR. ROSENBERG: Yes, sir. 

MR, REILLY: 12 per cent on the actual 
mortgage in addition Gothia Cee both first and scond 
demonebans Mr, Rosenberg? 

MR, ROSENBERG: Well, the first would be 
12, We generally chargé 7-1/2, 7-1/4. 

MR, REILLY: Generally 7-1/2 on the first. 
12 on the second, is that right? 

| MR, ROSENBERG: Yes, sir. 

MR. REILLY: The suggestion was made to this 
Committee there is nothing to prevent you from doing 
it yourself right now, is there? 


| 


MR, ROSENBERG: I am doing it now ---- 
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JR. REILLY: If you want to extend it from 
four to seven or seven and " half years or for the.th 
Léngbh ofrthe”term ---- 

MR, ROSENBERG: Our first mortgage loans 
are five, rather ten years fully amortized at the end 
of ten years, _Inoother words, the mortgage 15 the 
same as the Smith case here. -Theresis a.case where 
these people, where the application was for $8 , 000,00, 
_ the amount of money the Smiths recehyedowas $7,280.00, 
the $8,000.00 was paid off in monthly instalments, and 
these monthly instalments, which are graded, so tht 
at the end of ten years, the mortgage is fully paid up. 

MR, REILLY: So you are not lending money 
on a short term basis now? 

MR, ROSENBERG: I never have, sir, no. 

MR, REILLY: So you would try to do it 
~over a full length of time’ whatever the mortgage was 
in existence? 

MR. ROSENBERG: Definitely. 

MR. REILGY:iic: This is in your recommenda- 
tions to the Committee? | 

MR. ROSENBERG: Yes, sir. 

MR, SEDGWICK: May I ask a question, Mr. 
Reilly. Are your first mortgages also seueaeaadceves 
their term? | | 

. ROSENBERG: Yes, sir. 


. SEDGWICK: Whatever that term may be? 


5 & BB 


. ROSENBERG: Yes, sir. 


MR. IRWIN: What is the monthly rate on 


that $8,000.00 first? 
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MR, ROSENBERG: The monthly payment that is? 

MR, IRWIN: What is the eiliom pein? 

MR, ROSENBERG: $97.39 a month. 

MR, IRWIN: What would be the monthly 
meric on the hypothetical $2,000.00 loan --- second 
mortgage that Lay 

MR. ROSENBERG: $2,045.00 --- $55.25 a 
month for 16 months. 

| MR, IRWIN: $55.25 --- how many months? 

MR, ROSENBERG: 16 months. 

MR, REILLY: That would be the $2,500.00, 
would it, Mr, Irwin? You would’ lend $2,045.00? I 
think this is the payment you would get on the $2,500.00, 
is it not? | 

MR, ROSENBERG: (inaudible) 

MR, REILLY: | One of the things I was 
mentioning that this was the worst point of usury 
brought out, and I would like to Aidaet there is one 
finance company which is much higher in the effective 
rate of interest than our company has ever been, 

MR. MacDONALD: Just one? 

MR. ROSENBERG: One that I know of. 

Tr (laughter) 

MR. ROSENBERG: Much higher. 

MR. WHITE: Whocare they, Mr. Rosenberg? 
MR, REILLY: Wiueti Deas tt Weimemer;o farthest 
company? 

MR. ROSENBERG: Well, I would suggest you 
search i few transactions from Superior Finance Company. 


I have seen some of their cases which have 26.8 per 


=—_s ot 7 
Bow “ies Mate <_< >. sre — 
a 


7 ay 


a7 7 = 


‘sat tedd sronysq Yidtaom oT paaenaeon - ; 
Yaniyeg wolfet ord at jscdW MIWAT aM 
.ddcom s ec Yet : DSASMABON AM 1 @fg092 


vlisdom eft ed bisow tefW :WIWAT aM 


. + o 


propose --- meof 00,000.94 Isottersoqyd Sid mo themysq — 


at ted? sgsadiom 


a 
iad 


= = —— — 


£ @S.0e¢ --- 00.2H0.8¢ ‘PAAAMHLOR 5M i ee mae 
adn aL tot ddaom 
Saddnom yism wod -~- @$.2a¢ “MIWAL . 5M 
udéban or : OAEUALO A ~JiM ar 
00,0089 eft-ed biuow teAT SYQILaA AM ons mest 
I $00. a80.9¢ baol blvow yo¥Y Satwitl .aM . sf bivow 


|,00,.008@,S¢ srt mo doz bluow voy tasmysq oft et a tis antds 


Ston Fi at 
(ofdiousnt) :DAHSMaeon AM 
easw I escntdt edt to onO s¥LTIGA JAM 
: é yYwer to iatog tsttow sit asw efdd. Jedd gninetinem 


eno kr otedd tseggue ot stl biuew I bas duo wiguotd 
évidostis edt at «sduid coum ef dotdw yasqmoo sonsnalt 


Sed 1SVSs esd yisamoo ane asdd Feeveint to stSt 


fene teu :d@dAMOdosM .AM 

a ; 

| .to wom I dais omO :DHSEMECOR AM 5 

be (xstdguel) --- 


,tenaid dowM <:DHaSMaeOn HM rf pet 
fgrodnseoh .aM yond ess.odW =: ST THW 


dent ‘to omen edd ef tec *VIITaH .AM 


air BOY ani! pfsmew I Lf3h SOMEMACON HM 
=> 


ac equa mort meecsitvanial wots 
‘ vad ice es 
9 m (B9259 thedt to ¢ moe ei 71 
OAS: set ae cme a 
7 -, an: 7 


ANGUS, STONEHOUSE & CO. LTD. 46 
: - TORONTO, ONTARIO x 


eent effective rate of tacexeyu, 

MR. WHITE: On real estate? 

MR, ROSENBERG: Yes, sir. 

MR. MacDONALD: Are they the only one tht 
you know of that is higher than yours? 

MR. ROSENBERG: I know as a few others, --- 
iE wouldn't want to disclose the names, sir, because I 
-am not too sure reer facts. Anything I say I want 
to substantiate with evidence, | 

MR, MacDONALD: You are of the facts in the 
instance of Buperior? 

MR. ROSENBERG: Yes, sir. 

MR, MacDONALD: I wonder if I may ask one 
question. In the case, this is the Smith case, the first 
‘one that Mr, Sedgwick brought up, why did you cancel it 
ahen it was drawn to your attention by the Department 
of Insurance? 

MR, ROSENBERG: First of all, sir, first 
prior it was even drawn to the attention of the Depart- 
ment, the Department of Insurance and our company had 
some severe disagreements in which case we went and 
held what is called an informal hearing, an informal 
discussion, The arrangement havingcbeen madedatctheidis- 
cusstiontwas that wetwérepnotvto procure on these 
abortive transactions which we had undertaken not to do 
so. I believe was back about last January, and since 
that time we have desePrdeurdavagetnat any abortive 
transactions. 

MR. MaéDONALD: In other words, when the 


prospective client in effect bows out, what stage can 
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they bow out? 

MR, ROSENBERG: Well, they can bow out --- 
I would be inclined to say they could bow out up until 
the time they sign the mortgage documents. 

MR. MacDONALD: Up until they sign it? 

MR. ROSENBERG: Yes, 

MR, MacDONALD: And you don't sue for the 
fees? ) | 

MR, ROSENBERG: No, sir. 

MR, LAWRENCE: Well, the Department really 
has no legal jurisdiction over yours. It is purely a 
matter of persuasion? 


MR, ROSENBERG: Well, let me puteitethian 


waygtinrthé:matter lofplegah-opinions it would have been 


a very involved and very costly a matter in order to 
seek a proper’ court judgment in this situation. 

MR, LAWRENCE: 0h. 

MR, ROSENBERG: Rather than go through this 
type of cost --- it is just a matter of compromise, 
They were willing to compromise so we thought we should 
compromise. 

MR, REILLY: In other words, you probably 
went to court if the case couldn't have been deemed 
unconscionable. 

MR. ROSENBERG: No. That is notitso, 

MR,JREILKY: Then why did you bow out? 

Your licence I suppose? 
MR, ROSENBERG: Yes, sir, that is right. 
MR. REILLY: They would threaten you with 
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MR. ROSENBERG: Yes, sir. 

MR, REILLY: Mr. Chairman, I wonder if 
Mr, Rosenberg weuta like to -- would be able to tell 
us whether some of the rates eae lending institutio 
Similar to his own; if he charges nine per cent 
ine luding legal fees on first mortgages, and sixteen. 
per cent including legal fees m second mortgages 
do you know what other competitive firms charge for 
similar service? 

MR. ROSENBERG: No sir. 

MR. REILLY: . You don't? 

MR, ROSENBERG: I know -- let me put it 
this way: Rumour and talk, yes sir, but I couldn't 
substantiate that. 

MR. REILLY: It would be higher or lower? 

MR. ROSENBERG: Well, I can tell you this 
much, I know one particular firm that charged about 

'29 per cent interest on a thousand dollar second 
mortgage, for which we could have gotten the same 
thing for as low as 21 per cent. 

| MR. MacDONALD: So that there are some 
firms in competition who are charging more. 

MR, ROSENBERG: Pardon? 

MR. MacDONALD: 

MR, ROSENBERG: Well, for example charging 
29 per cent on a thousand dollar second mortgage which 
is a direct vidlation of The Small Loans Act, which I 
have never done, Am, I can prove with documents... 

MR. WHITE: You are a liar, Mr. Rosenberg. 
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(Laughter. ) 

MR, ROSENBERG: That's all right. 

Phy WHITE: You are a. liar. 

MR, ROSENBERG: Let me prove it -- let me 
prove -- I can tere it. I'll let you prove it. 

MR, WHITE: You are a liar. 

MR, MacDONALD: .But in any event, 
Mr, Rosenberg, ahcomptaint: asayouounderstanhd:itihas 
never been made against you as far as our own administrat 
ion of our own Act is coneerned, in part has only 
been on this so-called type question of the practice 
of the phone. 

MR, ROSENBERG: Well, what do they mean 
by high pressurettactics? 

MR. MacDONALD: Well, the phoning gimmick. 
And asking the angle of the people who make Tame eine 


of the difficult ones, 
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MR, ROSENBERG: This unfortunately aces 
to be with the So eunaet ts businesman. I also believe 
in the there sue the mountain won't come ar ey 
then Mohammed must go to the mountain, 

MR, BELANGER: Thatvis very, very true, 

MR,’ ROSENBERG: And I think if I am going 
to sit back at my desk like somebody sits at King and 
Yonge, I am going to find myself with thirty-five or 
forty thousand dollars worth of judgments and executions, 

MR, BELANGER: Did you make ‘the comment 
earlier when the question was at to why you sue to get 
your fee when you hadn't completely executed you loan, 
that it waentt your business, so to speak, 

MR. ROSENBERG: If was their business, 

MR. BELANGER: © In effect you have gone out 
and with your expertees because obviously you are in 
this game for ten years and you have picked up a few 
tricks of the trade, 

MR, ROSENBERG: It is conceivable --- 

MR. BELANGER: iItiis your business. You 
ereated the appetite for the loan and ---- 

MR. ROSENBERG: Shoved them into it? 
MR. BELANGER: Lead them into it. 

MR, ROSENBERG: Not shoved, lead. 

MR. BELANGER: Shoved. 

MR. ROSENBERG: I see, 
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THE CHAIRMAN: Have you any other questions, 
gentlemen? , | 

MR, BELANGER: I have some questions here, 
Mr, Chairman, | 


Bas '  (4naudible) 
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MR, REILLY: Now, what I was trying to 
find out, Mr. Chairman, before was whether there was 
any set pattern as far as the rates were concerned 
among the mortgage brokers for this service, and Mr. 
Rosenberg doesn't know of any existing pattern of the 
charges. 

MR. ROSENBERG: No, the reason I said that 
--- I know some are probably lower than we are gaghcous 
are ailittle higher than we are. Those transactions 
that cher heenkgettans fell through are such that at 
the end of the term these people are completely out of 
debt. 

fon MRy: REILLY} Yes, I realize that. 


MR, ROSENBERG: 
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Now, let us look at another 


case where a lady goes to a broker and he talks them 


into Aitrrowilo sy sayy oe for $200.00 less than we 
would charge. Well, let's take the nominal charge of 
200.00, that may be charged on the usual second 
mortgage, say, $2,500.00. 

| Now, we also have the fact that this man 
is paying interest at 12 per cent but his principal 
balance would not reduce nearly as fast as 
under our transactions. asic peauahaceh we can figure on 
his balance it works out to, I would say 
about 10 per cent over the years, another 50 per cent, 
that's five years, at 50 per céht of the $2,500.00, 
which is another $1,250.00, So in effect that broker 
is costing that edition $1,450.00. It doesn't matter 
whether that was money obtained by way of ‘fees orto 
be paid by way of mortgages 
charges a lower fee than us in all probablilty you have 
to look into how the mortgage is drawn up, how that 
mortgage is set up in payments, 
at the end of the term, 

MR, MacDONALD: May I ask you a general 
question, Mr, Rosenberg. Which do you think is pre- 
ferrable if this whole field with the general consensus 
the way is thatethere must be more regulation in it. 
That the regu lAbaeis should be imposed, Lf Iomay use 
that word, by government or that it be done by 
| within the trade organization? 

MR, ROSENBERG: Well, my opinion would be 


I think that if regulations could be set up in proper 
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form, the proper framework, then I think the government 
should be the one that dees the policing. But if they 
oer er the mortgage broker eee well I 
believe, they vigil WebaNO he police simultaneously all other 
forms of lending in‘order to make it effect and to 
create eheureguise to the public. Only one form of 

| 
lending is not going to do the job 

MR. WapAGl LE Dus kToyebadragiuetaress coneerads 
tive proposals that ane made at the outset. What is your 
reason eon not becoming a member ---- when the Mortgage 
Brokers' Association --- was it you who found out that 
relatively small percentages of the brokers in the field 
are Wager of the ‘Association? What is your personal 
reason for not becoming a member or seeking this kind of 
federation through ‘that organization? 

MR, ROSENBERG: Well, I feel I don't have to 
hide behind a chobko6frrespectibility, sir, .1 think the 
truth will come out in time, 

| MR, LAWRENCE: You are suggesting the Mortgage 
Brokers! Association is a cloak of respectibility? 
° MR, ROSENBERG: It's part of it. My trans- 
actions are in the open. They can be critized. It's a 
free country. I know what it costs us to spaseras ite is 
not case where a company earns a fast buck profit, That 
is entirely different. 

MR, LAWRENCE: --- we are trying to find out 
here, 


MR, ROSENBERG: I wish I could invest as fast 


as that. 


- ’ 
/ _ = =o = _ = vs . 
7 Ps al area 0.7 —— pony 
1 A 


: lia fe 


tnemareves sdt Aatdd I aed siebiniltes Anpsig 


— 


-gitotlog edit aseb tart sno sad od | oda fs 


wr 
m 
- 
£ 


yout tt gud 


; 
I, 
yerdto iis Yievoonstlumte sot fog, ot evad ‘LLtw yer , ceed 
ot bas tostie sf satsm of t9b%0" ab antonel to ano? | 


R 
’ 


g 


ig 
; 
to mrot eno yl[nO .otidyq ent ai aj iveet ont stgo19 je 
| 


dot ent ob of antog jon at eh 


-outtsnes te tedmun s bsd yvoY :GIAWOGOSM Fl 2Yaq 


————— 


| \ 
| fsneaisq tnoy et $actW Snotistoogad’ ented: to ee vo © 
te baint aftds natdiese to yedmem 8 gitmooed ton tot MOBS |p 
oj eved s'nob I feet I .ilow : OANANEBOR Ms codes 
sit Antrdd I ate .Viilidisosqaes: tG0xdedo, 8 riled etd | 
omit mt tuo emoo Litw dows] 


easactol eit anisjespaue sis yoY :SOWSHWAL .AM >. D | 


-eanstt YM .tt to tdasq a'tdI sDRIEMaCOR LAM | Je i 
es e'dI ,bestiinvo sd aso vod .meqo’ edd nt srs entottos jcc 


| ef tI. .eteteqo ot ay -ataoo ti teriw worn I ‘Yadnwoo 2977 [es 


: 

. 

tse .titetqg Houd tast 8 aniss ynegmon s sredw 9289 #00" | ag 
: aie . : i 
an | STeTIL yleutsae et | se 

it ‘gue Batt et gatytt sis ow mee :GOMSAWAL .FIM: Uae 


test es deevat biveo I detw I :DASEMaAeOH AM 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO ; 470 


MR. LAWRENCE: Well, I don't know. 

MR, ROSENBERG: I'll tell you what we will 
dee) care: yout MEMES a wagee giet It you wantte 
subsidize me you might have to come and look at my books. 

MR. LAWRENCE: Why would we have to subsidize 
you to look at your books? 

MR, ROSENBERG: Well, I am just saying that 
the company right now is not operating at a profit cb larett 
Sieeteverne things meet, | 

THE CHAIRMAN: Any further questions. 

MR, LAWRENCE: Yes, I was speaking about legal 
fees 

| hhh, uCitinwtGs: On-second and first 18 it 
usual'to pay 2 per ceht to your has ils 

MR. ROSENBERG: The central idea, yes, sir, 


MR, LAWRENCE: 
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' WR, LAWRENCE: Now, as far as you are 
concerned this is Snatatars legal fee? 
MR, ROSENBERG: Yes, sir 

WR, LAWRENCE: For first mortgage? 

MR, ROSENBERG: ---not a finder's fee, 

MR. UAWRENCR?: Well, does that include --- 

MR. ROSENBERG: It must be a finder's fée. 
That is Ais Fee, sir. 

; MR. LAWRENCE: The finder's fee as I under- 
stand it in the trade is one that goes to the one that 
picked up the money Now, in this case, aren't you the 
ied to get the money? | | 

MR, ROSENBERG: (inaudible) 

MR, LAWRENCE: Well do you mean --- how are 
most of your mortgages taken. Are they taken in the name 
of your company? | 

MR. ROSENBERG: Second mortgages are, yes, 
pe ge 

MR. LAWRENCE: Now, let's pane deal with the 
first; mortgages, sir. | 

| MR. ROSENBERG: Yes, 

MR, LAWRENCE: Dees Mr. Croll find them for 
you? | 

MR, ROSENBERG: ~ Heshas his clients, yes. 


MRE .LAWRENCE: I see, 


ae 
a f 
7 


: Ming = 
es Noy as ist as won 91 a WALT . A 
$set — orp ae ‘atdd benteono 
oa) Laat 7 + DALAMAEOR _— Poem” 7 q 
f Tegsadiom gett? ol TOMER snail osihledve 
98% e'tebnlt s ton--- )sREMaRO im. : a 


~-- ebufont tad esob oeualnbaeaiiihis ASOT SI MOy | 


—-_ a a 
OF . ; 


—— 


— a = = 
a Oo 
Y 


98% e'xebalt s ed dadm JT SOMSEMACO AM 
tke 98? ald at seat 18 

-~rebau I es set a'xsbatt off :HOWMAWAT .AM ©” ‘ea Jeet Te 
tedt eno Sid ot asexn Isdt eno at obsid _ ai tf baste 0 
edt voy ¢'ness .9e89 aldd nt , welt Maile edt quis taining in 
| Py orton eit tog oF bite | ~ 
(sidibyert) -QAHEME2OH. AM i | 

6%5 won -~- ngem voy ob [fS3W ;H0WaRWAT fe! a i 
emsn sat ostst yedt etA wneast segeygirem avexy To gsom jer | 


| 


“fynsqmes say ‘te | 


.29% .2%8 BoRgsatiom bneose ‘sPAREGWHSOA . AM 
eit ditw {seb seuf e'teal .wok sHO0WRAWAI .AM 


-88Y :DARGMaCOR AM ~* 


tet msdd batt Ifeovd .oM esed :S0USHWAT AM 


.89y ,.stnetio eld esdash” :DPAaenseon AM 


.958 I :S0WSAWAT. CAM 


ANGUS, STONEHOUSE & CO. LTD. 472 
TORONTO, ONTARIO : ‘ : : 


MR, LAWRENCE: How many applications did 
this person file?. 

MR, ROSENBERG: ---- 
--- (inaudible) 

THE CHAIRMAN: We are not hearing very well. 
Speak up a bit. 


{ 


MR, ROSENBERG: In effect we look over the 
application and then 7 would say, fine, I have a client 
for this. 

MR, LAWRENCE: Yes. 

MR. ROSENBERG: He secures a client, probably 
writes --- perhaps either a phone call or writes his 
client, and he gets authority to sign, to go ahead with 
the transaction. The mortgage is drawn es signed by 

the mortgagee; the eaeaniexs name and the mentense broker. 

MR, LAWRENCE: These are firbt mortgages? 

MR, ROSENBERG: And when you get the money 
from Mer Croll you give it --- well, I mean it comes 
from his office. 

MR. LAWRENCE: And 3 per cent of that is 
deducted as a flat fee for the mortgage broker? 

MR. ROSENBERG: Yes, 

MR. LAWRENCE: You are not sure whether this 


is broken down between finder's fee, legal fees or what 


you call it 
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1 MR, LAWRENCE: In other words, Mr. Croll 

2) finds for'youvall'first mortgages, the moneys you desire 
3) and need. 

4 MR, ROSENBERG: Yes, 

5 MR, LAWRENCE: Now what percentage of your 

6| business is first mortgages? 

” MR. ROSENBERG: Well --- 

8 _ MR, LAWRENCE: Well it is half, a third, or 
g|| what is it? 

10 MR.’ ROSENBERG: About a thire 

11 WR, LAWRENCE: Now, the vast majority of 

12|| your moneys advanced are on second mortgages? © 

13 MR, ROSENBERG: Yes, 

14 MR. LAWRENCE: Now are you still dealing 

15| with Mr, Croll exclusively on seconds? 

16 MR, ROSENBERG: iI did at one time, 

17 MR. LAWRENCE: You did at one time? Now 

18|| this is sort of the Hiekenges situation. As I understand 
19|| it the lawyer on the second merely gets fifty bucks. 

20 MR. ROSENBERG: That's right, because I 

21|| produce my own clients. 

221 MR. LAWRENCE; I see, so there is no finder's 
93| fee there, or if there is it's you. 

24 MR, ROSENBERG: ‘Yes, sir. 
25 MR, LAWRENCE: Which is ineluded your 15 
26 per cent... 
27 | MR. ROSENBERG: That's right. 
28 MR. LAWRENCE: And you deal with other 

29|| lawyers in various seconds other than Mr. Croll? 


30 MR, ROSENBERG: Yes, sir, I do, Two or three, 
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MR. LAWRENCE: And does that include certain 
legal disbursements er is that a straight fifty bucks. 

MR. ROSENBERG: It includes the disbursements, 
yes, except the discharges of the préviéus money. 

MR, LAWRENCE: Yes. 

MR, ROSENBERG: Preparation for the discharge 
ef previous money. 

mR. LAWRENCE: This 16 per cent that you 
charge on second KentRERee is yeur fee for the 
commission and othericosts --- is that less the fifty 
pucks or does that inelude it? 

MR, ROSENBERG: That includes the fifty bucks, 
yes, sir. | 

MR, LAWRENCE: Straight fee on seconds? 

MR, ROSENBERG: Yes. 

MR, BAWRENCE: How do you break down that 
16 per cent as far as you are concerned? As far as 
finder's, commission'fees, service charges or what? 

MR, ROSENBERG: --- (inaudible) 

MR, LAWRENCE: Just can you give it to us 
roughly? What do you figure you are entitled to as a 
Pordents fee, 1 per cent, 2 per cent, 3 per cent? 

| MR, ROSENBERG: --- (inaudible) 

MR, MacDONALD: ‘¥a- I mean the finder's fee, 
it is so hard‘to'determine the difference from one fee 
to another, The finder's fees, commission, or service 
changes; bonus or discounts, 

MR, IRWIN? “v': “You have 16 per cent on | 
second mortgages. | 

| 


MR, ROSENBERG! oS) Yes) viocle Tout 
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MR, IRWIN: It all adds up to the same ---- 

MR, ROSENBERG: It works out to 16.2, yes. 

MR. MacDONALD: 16.2? 

MR, ROSENBERG: That's right. 

MR, SEDGWICK: Fifty bucks for the lawyer 
you know. 

MR. LAWRENCE: You just take the straight 
16, you don't break it down in any way? 

| MR. ROSENBERG: (inaudible) 

MR, LAWRENCE: When the suggestion was made 
about the straight fee.to the representativesnbhat wee” 
had: before us the last time, ex, Greenaway, there was 
a little bit of demerrence on his part that it wouldn't 
be quite the right thing as far as attendance fee is 
concerned, in that some mortgage transactions a lot more 
work goes inte them than other transactions, but you 
said ian do charge a straight 16 per cent fee on all 

Second mortgages, you found what you lose me ene you 
gain oe ie Is that it? 

MR. ROSENBERG: That's right. 

MR, IRWIN: hin Woke together second 
mortgage money. This is in effect --- if I have money 
to put in second mortgages and willing to place it with 
ern percentage would you pay me? 

MR, ROSENBERG: 12 per cent. 

MR. IRWIN: Mr, Rosenberg, do you have any 
experience that would indicate in actual fact neha 
theery, but in.fact, the greatersincidence of loss in 
relation to wc ofid mortgages as iieaeed to first, and 


therefore justify the increase to 16 per cent, or some 
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per cent as an ideal rate, In other Shkdenahals teats 
seem to be, iene hand, as much work in peecseecie and 
accounting for a first mortgage as for a second, te 
balance, the airrenencs must be dueito d4crisk. factor, . 
Is that right? 

MR. ROSENBERG: It is not only part of --- 
it is not ener the ied factor, it also lies in the fact 
that the interest rate may be higher too, but the ete 
mertgagee must atitall'times be ready to redeem the first 
mertgage in order to protect the sedond mortgage. 
Therefore he must have a certain --- so he:mustyvbeaa 
certain’ percentage liquid at all times and being liquid 
returns a very very ‘small raterofeoreturn of interest. 

So the difference being charged on. the second, mortgage 
sae, 1Ovtd! 15° per cent, 

MR, SEDGWICK: ‘Well, I was going to ask you 
a queptien along those lines. You calee nceehitdcrinws why 
should ‘Ate charge 15 per cent on seconds:and a much 
lesser per cent on firsts. You as a broker take no risk, 

| MR, ROSENBERG: Take a credit risk, 

MR, MacDONALD: Well, don't you agssighhthe 
mortgage right in? 

MR. ROSENBERG: Well, certainly, yes, 
generally speaking ---- | 

MR, SEDGWICK: You assign vértually all of 
them; don't you? 

MR, ROSENBERG: Yes, 

MR. SEDGWICK! So that ---- 

MR. ROSENBERG: It's the same difference 


whether you assign it or borrow’ against the mortgage. 
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MR, SEDGWICK: So eialetcintaad you assign bheli/ 
MR. ROSENBERG: tetra wiehy, 
MR, SEDGWICK: Vabnt 36 %you- take no riek tn 
those cases? 
MR, ROSENBERG: Theré-ischot~too much risk. 
MR, SEDGWICK: — eve isn't any, the lender 
takes all the risk. 
MR, ROSENBERG: (Anaudible) , 
OR, SEDGWICK: That's wi a am not 
| suggesting whether it is good or ads it is not for me 
to say but it would almost seem that this differential 
in the rates 
eall the ideal rate 10 per cent on first and 20 per cent 
on seconds. It is related more to what the traffic will 
_bear, isn't it? 
MR, ROSENBERG: No, I feel actually that 
you spend a lot of time, you work sm BEL know in my case 
T am at the éffice itnom about ten after nine, half past 
| nine in the morning, I am never through until half past 
| ten, eleven o'cleck, four or five nights a week, ak think 
rf a broker is doing his job he is going to be out day 
and night, inspections, appraisals. I think because of 
| that ‘the proker should be entitled to a fair deal which 
a dentist is ‘charging, go to a dentist for ten or fifteen 
minutes and Bet a, bill for $3.00. 
MR, LAWRENCE: Well,: I am not going into 
that. = SCuReee usually in finding the ‘reasons for 
PERS OR EROe in Leved of tariff from one customer as 
Oe to seve it doesn't seem to have been developed 


any basis 
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MR, ROSENBERG: No, the basis --- 

MR, LAWRENCE: The thoery is to get more 
for oranges than apples, fe: ithat «it? 

| MR. ROSENBERG: Well, put it another way --- 
Lets put it this way. We are certainly competitive, 
if you consider some finance companies charging oh 
per cent and another particular company, such as 
_ Superior Finance, charging 26,82 per cent. 
MR, LAWRENCE: All I am saying is that 21 
per cent effective cost t6 therborrowers is exhorbitant. 
7 MR, ROSENBERG: Well, we are not discussing -- 
MR, LAWRENCE: Well, the fees that ime in 
effect --- 13! 

MR, ROSENBERG: In my opinion the fees’ are 
established by the effective cost of money to a borrower, 
in effect, I subscribe we established the fees, yes, 

MR, IRWIN: What we are getting at, boys, 
is there any more work erdkied from your point of view 
in putting on a second mortgage than a first, and if 
so, what is it? Why do you want’ to charge twice as 
much, for putting on a second mortgage? 

MR, ROSENBERG: Well, the second is 
arranging fora second mortgage money. In other words, 
nuh t people shy away from lending good money on a | 
second mortgage. 


MR. IRWIN: All the people do? 


--- (inaudible) 
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MR, wcll a I panes Mr. _ Rosenberg, I 


Sarak you. are on the track of a valid PeLAY.« It may, 


‘pe more difficult to attrack second mortgage money and 


for that reason when the thing --- at least it would 

make sense to me to suspect that when you move from the 
10 per cent tariff to the 20 per cent tariff, that: that 
extra 10 per cent goes to the guy that finds the enue 


That would make sense. 


o 
b 


MR. SEDGWICK:: You: have quite a time 


labeled tra ais Aegan Cs between finder's fees, before, but 


“you wouldn't bite. 


MR, ROSENBERG: I wasn't thinking no Ries 

MR, SEDGWICK: Well, the point is just that 
you are saying | that it ee more work «oe find ‘second 
Witt bees money ‘than for first mortgages. You know 
finder's fee, you want to break that toservice charge, 
Bebker' CLAIR AS Cina! s fee down, The finder's 


fee presumably would be a lot more on a second mortgage 


“than on a first mortgage. 


THE CHAIRMAN: Any other questions gentlemen? 


I have asked the members of the Committee to 


remain after the adjournment, Thanks for coming today, 


Mr , Rosenberg, We appreciate you coming today instead 
of tomorrow as'we had originally planned. ‘And that's all. 
If there is nothing else then when this meeting is 


adjourned I would ask the members to remain, for about 


five minutes. 


sein ef adjournment. 
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